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THE BEVERIDGE REPORT.—I. ITS PROPOSALS 


I 

It is now over thirty-seven years since the Royal Commission 
on the Poor Laws and the Relief of Distress set their hands to 
an enterprise which was to dominate the public discussion of the 
problem of poverty for a decade and to influence social legislation 
for a generation. Mainly due to the inspiration of one striking 
personality who had all the zeal of a reformer as well as an insati- 
able appetite for facts, what might have been a narrow and limited 
undertaking was transformed into an exhaustive investigation of 
the causes and consequences of poverty and a comprehensive 
review of the methods which had been, and which might be, used 
to deal with it. Compared with this earlier survey, published 
after three years’ work, in the form of lengthy Majority and 
Minority Reports, with several volumes of evidence and appen- 
dices, Sir William Beveridge’s recent Report on the Social In- 
surances and Allied Services might appear at first sight to be a 
slight production. Such an impression could not survive the 
most perfunctory study of the Report. Here, it is plain, we have, 
in no more than 172 pages, a short but masterly exposition of the 
means whereby we should be able to remove the grossest disfigure- 
ment of our national life within the space of twenty years. After 
working for less than half the time taken by the Royal Commission, 
Sir William Beveridge and his colleagues have produced a public 
document which is likely to exert even greater and more immediate 
influence on the social life of Great Britain than the famous 
Reports of 1909. 

The Inter-departmental Committee on Social Insurance and 
Allied Services were appointed in June 1941, by the Minister who 
was then responsible for the consideration of reconstruction 
problems. The Committee, of whom all save the chairman were 
officials representing Government Departments or kindred bodies, 
were asked : 

“ To undertake, with special reference to the inter-relation 


of the schemes, a survey of the existing national schemes 
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of social insurance and allied services, including workmen’s 
compensation, and make recommendations.” 

Such a survey was long overdue. Since the Royal Commission 
of 1905-9 began their investigations there has been a remarkable 
spate of social legislation dealing with almost every aspect of the 
problem of poverty. As a result, a system of public social services 
has come into being which, while being impressive in its range 
and variety, is not based on any consistency of principle or prac- 
tice. Most of these services have been introduced and have 
developed separately, in response to the political compulsions of 
the moment, and with little or no reference to allied services. 
The development of various forms of voluntary social insurance 
has also confused the picture. The result is that there are many 
gaps and anomalies; the administrative arrangements are need- 
lessly complex and inconvenient; and there is a great deal of 
unnecessary waste of effort. Merely to have recommended how 
the existing services might be tidied up and co-ordinated would 
have been useful. It is the supreme merit of the Beveridge 
Report, however, that it goes very much farther than this. It 
shows how we could virtually rid our society of involuntary poverty 
by courageously accepting the logic of our own institutions. 


II 


The pian recommended in the Report is based on a diagnosis of 
want. The results of local social surveys made between the two 
wars are used to show that from three-quarters to five-sixths 
(according to the standard taken) of urban poverty was due to 
interruption or loss of earning power. Most of the remaining 
one-quarter to one-sixth was due to failure to relate earned income 
to the size of the family.!_ It follows that the abolition of poverty 
calls for a double redistribution of income, through social insurance 
and assistance, and the payment, in one form or another, of 
children’s allowances during earning periods as well as when 
earnings are interrupted. Accepting this diagnosis, Sir William 
Beveridge recommends :— 

(1) an extension and improvement of existing schemes of social 
insurance (and, as a second line of defence, the creation of a 
national assistance service), so that the minimum income needed 
for subsistence, according to the judgment of “ impartial expert 
authorities,” is available for every citizen, during interruptions of 


1 In York in 1936 Mr. Rowntree found rather different proportions: 57-7 per 
cent. of poverty was due to interruption of earnings, and 42-3 per cent. due to the 
inadequate earnings of people who were working. 
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earnings and on retirement from work at the end of life (and so 
that extra help is given at times of special expenditure such as 
birth, marriage, and death); and (2) the payment by the Ex- 
chequer of weekly allowances—sufficient to cover the cost of 
maintaining a child—in respect of every dependent child during 
interruptions of earnings, and (as it is assumed that “ very few 
men’s wages are insufficient to cover at least two adults and one 
child ’’) in respect of every dependent child after the first in each 
family during earning periods. Sir William Beveridge does not 
make these proposals as an alternative to constructive measures 
for reducing interruptions to earnings and improving the health 
of the people. He assumes that measures will also be taken to 
abolish ‘‘ mass unemployment ” and “‘ unemployment prolonged 
year after year for the same individual”; and that a comprehen- 
sive national medical service will be established which will ensure 
that every citizen will obtain the medical treatment he requires, in 
whatever form he requires it, domiciliary or institutional, general, 
specialist or consultant, and will ensure also the provision of 
dental, ophthalmic and surgical appliances, nursing and mid- 
wifery and rehabilitation after accidents. 

The main architecture of the plan is courageously logical and 
simple. ‘There is to be a single “ All-in ” social insurance scheme 
embracing all citizens without upper income limit, and providing 
flat rates of benefit (sufficient to cover subsistence needs) in the 
event of a wide range of social contingencies. The entire popula- 
tion is classified according to circumstances under six heads : 
(I) employees, (II) others gainfully employed, including employers 
and independent traders, (III) housewives (whose treatment in 
the Report marks a great social advance), (IV) others of working 
age not gainfully occupied, (V) those below working age, and 
(VI) retired persons over working age. Persons in class (VI) will 
receive retirement pensions; those in class (V) will be covered by 
the children’s allowance scheme; all classes will be covered for 
comprehensive medical treatment and rehabilitation and for 
funeral expenses. Subject to simple contributory conditions, 
every person in class (I) will also receive unemployment and 
disability benefit. Persons in class (II) will receive all benefits 
except unemployment benefit and disability benefit during the 
first thirteen weeks of disability. Those in class (IV) will receive 
all benefits except unemployment and disability benefit. As a 
substitute for unemployment benefit—which can only be paid 
when a contract of employment has existed—a special “ training 
benefit ”’ will be available to persons in classes II, III and IV to 
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assist them to qualify for new occupations. Maternity grant, 
provision for widowhood and separation, and, in the case of those 
engaged in paid work, maternity benefit (for thirteen weeks, to 
enable them to give up working before and after childbirth) will 
be secured to all housewives. It is proposed that unemployment 
benefit should continue at the same rate without means test so 
long as unemployment lasts, subject to a condition of attendance 
at a work or training centre after a period. Disability pensions 
also will continue at the same rate without means test, so long as 
disability lasts or until it is replaced by an industrial pension, 
subject to acceptance of suitable medical treatment or vocational 
training. Old age pensions will be paid only on retirement from 
work and, in order to relieve the burden on the Exchequer during 
the early post-war years, they will be raised to the full basic rate 
gradually over a transitional period of twenty years. 

These ‘‘ minimum standard ” benefits are to be paid out of a 
single social insurance fund to which everyone in classes I, II and 
IV will pay a single security contribution by a stamp on a single 
document each week or combination of weeks. Employers also 
will contribute in respect of their employees in class I. Contri- 
butions will differ from one class to another, according to the 
benefits provided. Benefits will be payable as a right, by virtue 
of contributions paid, and, as no question of a means test will 
arise, there will be no discouragement to thrift or to supplementary 
voluntary insurance on the part of those who are able and willing 
to increase their cover. On the other hand, second-line defences 
are provided in the shape of a National Assistance Service to 
meet the needs of those who for any reason fall through the 
administrative mesh of the social insurance scheme (e.g., by failure 
to nie contributions, by disqualification through misconduct or 
breach of rules, etc.); to supplement retirement pensions during 
the transitional period when they have not reached the basic 
subsistence standard; and to provide those additional services— 
in the form of personal care and attention as well as extra cash— 
which will, in the infinite variety of human circumstance, be 
found to be necessary. Unlike social insurance benefits, this form 
of assistance can, in the nature of things, be provided only after a 
sympathetic examination of the needs of each case as it arises. 


III 
It is evident that this imaginative, yet essentially workmanlike, 
plan calls for radical administrative changes. The administration 
of the existing services is shared between a vast number of agencies 
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—central and local, statutory, voluntary, and commercial. At 
the centre many different government departments are concerned. 
In the country hundreds of local authorities are responsible for 
public assistance, the welfare of the blind, and other relevant 
matters. The administration of National Health Insurance 
involves the services of about 800 “‘ Approved Societies,” many of 
which have branches organised as separate financial units. Work- 
men’s compensation is in the hands of numerous commercial 
insurance companies and employers’ indemnity associations. The 
provision of funeral grants is undertaken by large numbers of 
Friendly Societies and industrial life offices. ‘To this great 
opportunity Sir William Beveridge has risen like a Bentham. 
The administration of the plan is to be unified under a Ministry of 
Social Security, which will take over the relevant functions of 
existing government departments and local authorities, and relieve 
existing ‘“‘ mutual ” and commercial agencies of their responsibility 
for workmen’s compensation, and for the administration (through 
** Approved Societies ’’’) of health insurance. With the provision 
of statutory burial grants the business of the Industrial Life 
Offices will be seriously encroached on, and the further proposal is 
made, though more tentatively, that the whole of this business 
(characterised by high costs of administration and a high propor- 
tion of abortive insurance) should be transferred to a statutory 
Industrial Assurance Corporation, which would operate as a 
public service. 

These changes and all that they imply would result in great 
savings in administrative costs and in much greater efficiency at 
the centre. In the country, the ordinary citizen, now confronted 
with what often seems to be a confusing array of local agencies, 
would deal with a single local security office, to which would be 
attached an advice bureau for his information and guidance on any 
questions of social security and welfare. The domiciliary services 
which are now undertaken by the Assistance Board and by the 
local public assistance authorities would be carried out by local 
assistance officers of the new Ministry. Although this is not 
explicitly stated, the Beveridge plan would mean the end of the 
poor law. For, while it seems to be envisaged that existing poor 
law institutions would remain a local responsibility, this is un- 
likely to prove satisfactory in practice. The new National 
Assistance Service will need its own institutions if it is to make 
proper provision for those under its care who need something 
more than the help which can be given to them in their own homes. 
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IV 

It is unnecessary to underline the welcome which this Report has 
received from the general public and experts alike, in this country 
and throughout the civilised world. Merely to have published 
such a report in war-time has done more to raise the prestige of 
Great Britain than anything which has happened since we proved 
our will and capacity to continue the war in the Winter of 1940-41. 
It has transformed the vague phrase “ freedom from want ”’ into 
a plainly realisable project of social endeavour. It has presented 
the Government with an opportunity which it would be a tragedy 
to lose. What, in brief, are the merits of the Beveridge Plan that 
it should be spoken of in such terms? Why should it be accepted 
substantially in its present form as the basis for immediate action ? 

(1) Based on the two principles of “ universality’ and 
“‘ adequacy of provision,” it provides the means of giving reality 
to the conception of a national minimum standard below which 
no citizen need fall through no fault of his own. Provided that 
there is no compromise with either of these principles the effect of 
the scheme (when in full operation) would be to abolish all save 
a very small proportion of involuntary poverty due primarily to 
high rents and to the abnormally low earnings of some wage 
earners and independent workers.! (Theoretically the existence 
of the National Assistance Service should ensure the elimination 
even of this residual poverty, but it is doubtful whether it could be 
wholly effective.) 

(2) The acceptance of the contributory insurance method, with 
flat rates of benefit at subsistence level, subject to no means test, 
provides the maximum of liberty and room for individual or 
group provision above the minimum. The incentive to voluntary 
saving and insurance will, in the case of those who can afford it, 
be strengthened rather than weakened. 

(3) The establishment of a large social insurance fund will be 
a useful contribution to a stable employment policy as it will 
direct a steady stream of purchasing power on to a wide range of 
essential commodities entering into the minimum standard. 

(4) The provision of children’s allowances is not only a major 
contribution to the abolition of poverty in childhood and to a 
constructive population policy, but also makes it possible to pay 

1 Mr. Seebohm Rowntree has calculated that had the Beveridge Plan been in 
operation when he made his 1936 York survey, the children’s allowance would 
almost have halved the number of those in poverty due to low earnings, but 7 per 
cent. of the working class population of the city would still have been in poverty 


by his standard. This, in Mr. Rowntree’s view, points to the need for a national 
minimum wage. 
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adequate unemployment and disability benefits without under- 
mining the economic incentive to return to work in the case of 
lower paid wage-earners. 

(5) The proposed treatment of old people is not inconsistent 
with the minimum standard policy, yet it is based on a realistic 
view of the increasing burden of unproductive old age on the 
resources of the nation. The requirement that old age pensions 
shall be conditional on retirement, coupled with the provision that 
the rate of pension will be increased for each year of deferred 
retirement, should have the effect of inducing many elderly people 
to remain at work for a year or so longer. Failing this it may well 
become necessary to consider the desirability of raising the 
pensionable age. 

(6) The limitation of the *‘ means test’ to what should be a 
small class of national assistance cases will remove a major source 
of irritation and resentment in British social administration. The 
abolition of the poor law will be a great social gain. On the other 
hand, the existence of a national assistance service will ensure that 
citizens whose needs cannot be satisfied by a standardised cash 
benefit can have all the care and attention they require from 
trained social welfare workers. 

(7) The unification of administration and the supersession of 
redundant and high cost agencies should lead to considerable 
economies, and also to greater convenience, intelligibility, and 
efficiency in operating services which continuously affect the 
happiness of ordinary people in their every day lives. 

(8) The estimated cost of the scheme does not seem to be 
unreasonably burdensome on any save unjustifiably pessimistic 
hypotheses concerning the future trend of the national income. 


V 

Admiration for the general outlines of the Beveridge plan and 
for the inventive subtlety of many of its details, does not exclude a 
number of minor doubts and hesitations. It is disappointing, 
for example, that the Report rejects methods of financing the 
insurance fund which would make it possible to adjust the burden 
more equitably as between contributors with widely differing 
incomes. At a time when vastly increased numbers of wage- 
earners are getting used to paying income tax by the method of 
regular deductions from earnings, there is a favourable oppor- 
tunity for introducing a graduated social security tax to be 
collected in the same way. This would not imply the abandon- 
ment either of the flat-rate minimum standard-benefit principle, 














8 THE ECONOMIC JOURNAL [APRIL 


or of the social insurance fund. The arguments that any com- 
promise with the flat-rate contributory system would open the 
door to the means test and increase the vulnerability of the 
social insurance fund to raids by hard-pressed Chancellors, do 
not convince. It is to be feared that under the proposed scheme 
the collection of contributions from Classes II and IV may raise 
serious administrative difficulties. The proposed weekly contri- 
bution of 4s. 3d. will certainly prove burdensome on the lower- 
paid workers unless they are immediately relieved of existing 
voluntary insurance commitments. A slight modification of the 
flat-rate contributory system—a lower rate of contribution for 
insured men below a given income level—might well be considered 
as a method of easing this situation. 

The minimum standard principle on which the proposed scale 
of social insurance benefits is based is seriously qualified by the 
failure to recommend a policy for dealing with the problem of 
widely varying rents. The proposal to adjust benefits to the rent 
actually paid in each case is quite properly rejected as being 
administratively unworkable and socially undesirable. A simple 
zoning scheme whereby benefit would be adjusted to average 
rent levels in, say, metropolitan, provincial urban, and rural areas, 
would be easy to administer, and would deal with a large pro- 
portion of abnormal cases. It would inevitably create some new 
anomalies, but particular cases of high rents in the two lower 
benefit zones could be eased by invoking the National Assistance 
Service to pay supplementary rent allowances in cases of proved 
need. Action along these lines would be merely palliative. 
Fundamental measures to deal with unreasonable differences in 
house rents throughout the country are to be sought in the wider 
field of housing and town-planning policy. 

The administrative arrangements which the Report recom- 
mends are for the most part admirable, but the wisdom of trans- 
ferring the specialised ‘“ placing” functions of the Ministry of 
Labour’s Employment Exchanges to the Local Security Offices 
of the proposed Ministry of Social Security is extremely doubtful. 
The section of the Report dealing with the National Assistance 
Service is sketchy, and some of the implications of this work 
have plainly not been thought out. The National Assistance 
Service will have to combine the functions of a generous-hearted 
provider of supplementary help with the less grateful quasi-penal 
duty of dealing with unsatisfactory cases. These are two very 
different tasks, and it is most desirable that their administration 
by a single authority should neither undermine public confidence 
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in the constructive social welfare activities of the new service, 
nor lead to charges of indulgence in dealing with abuses. There 
is a strong case for a clear separation of the two sides of the 
work, especially at the local level, and fer making an obvious 
distinction between the types of officials and “‘ case-workers ” who 
are used in the two branches. 

The proposal that benefit shall be paid without limit of dura- 
tion raises some difficult problems. The effectiveness of ‘“‘ train- 
ing’’ as a sanction in dealing with malingering is probably 
exaggerated, and other methods will have to be devised. On the 
other hand, a great expansion of industrial training facilities will 
be needed if labour is to be redistributed between occupations 
on the scale which will be necessary after the war, and, for this 
reason, the importance which the Report attached to training 
is well-founded. In particular, the new conception of Training 
Benefit is welcome, but it is disappointing that even greater 
emphasis has not been placed on measures designed to increase 
mobility. It is at this point that the real danger of the Beveridge 
plan is to be discerned. Minimum standard benefits, in the 
absence of positive counteracting measures, may encourage large 
numbers of men and women to “ hang on” in the unjustified 
hope of re-employment in old jobs in familiar neighbourhoods. 
Here again the solution is bound up with the success of the 
broader measures taken to expand employment, but the insurance 
scheme itself might be adapted in various ways to provide incen- 
tives for workers to move from one place to another. An experi- 
ment, for example, might be made with an augmented Transfer 
Benefit available for unemployed workers holding themselves 
ready for transfer to other areas. 

These are not unimportant matters, but they do not affect 
one’s judgment of the plan as a whole. Here is a magnificent 
essay in social engineering. Modified it may well be before it 
takes shape in legislation, but it is most fervently to be hoped 
that no modification will be accepted which compromises the basic 
conception—that of a national minimum standard—to which it 
gives such able and convincing expression. How else can we 
abolish poverty and insecurity in our time without destroying 


more than we can afford to lose ? 
A. D. K. OwEn 
London. 











THE BEVERIDGE REPORT.—II. THE FINANCIAL 
BURDEN 


Aw analysis of the financial implications of the Beveridge 
Plan can be conveniently divided into two stages. The first 
concerns the burden on the general taxpayer through the in- 
creased social insurance payments by the Exchequer, and the 
second the burden on the insured classes, on “‘ industry,’ and on 
exports, due to the increased employers’ and employees’ contri- 
butions. We shall attempt to show that, contrary to a widely 
held opinion, the financial burden which the Plan imposes on 
the various classes of the community (even if one leaves the 
benefits entirely out of consideration) is extremely small and 
cannot affect the post-war levels of taxation or disposable real 
income to any significant extent. 


I 


It has been rightly pointed out that a proper appreciation of 
the financial burden of the Plan requires that it should be set 
against all the other post-war commitments and obligations—the 
need for military security, internal economic reconstruction, in- 
creased exports, and so on—and in the light of the total post-war 
levels of taxation. Even if the Beveridge burden is small, taken 
in itself, it may yet be the “ straw that breaks the camel’s back,” 
if all the other unavoidable post-war burdens are already very 
large. To arrive at a satisfactory judgment we must take 
account of both. We shall begin, therefore, by making a number 
of estimates regarding the post-war position, relating to the 
post-war national income and expenditure, the post-war Govern- 
ment expenditure and the necessary levels of taxation. Such 
estimates are necessarily based on a large number of hypotheses, 
of greater or lesser probability. We shall set out these hypothe- 
ses as fully as possible, so as to enable the reader who has 
reasons to differ from them to revise the estimates accordingly. 
We shall assume, for the purposes of our analysis, that the 
Beveridge Plan will have been adopted in full; and we shall 
follow (in order to make the estimates comparable) the Beveridge 
Report’s own assumptions as to post-war wages and prices and 
the level of unemployment. Our estimates relate to the first 
more or less normal post-war year—that is to say, after the 
period of initial dislocation, of demobilisation and immediate 
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readjustment is over, and which might be taken as beginning 
some one and a half to two years after the conclusion of hos- 
tilities. This is not to be taken as a period in which the task of 
post-war reconstruction is already accomplished, but merely one 
in which demobilisation has been successfully effected; employ- 
ment found in peace-time industries for the masses of people 
released from the forces and the munition industries, and the 
level of working capital in industry restored. 

(1) The Post-War National Income.—We assume (i) that the 
average number of hours per week worked in industry will be the 
same as that of 1938; (ii) that the level of unemployment will be 
10 per cent. of the insured population, or about 14 million persons ; 
(iii) that wages and prices will be stabilised at 25 per cent. above 
the 1938 level; (iv) that the real terms of international trade— 
i.e., the relation of import prices to export prices—will be the 
same as in 1938.1 

On these assumptions the post-war national income (on the 
White Paper definition 2) can be estimated from that of 1938, 
by making allowances for a number of changes calling for positive 
and negative adjustments. The main items on the positive side 
are the rise in income due to greater productivity per man-hour, 
to a smaller volume of unemployment and the increase in the 
occupied population. The main items on the negative side are 
the loss of income due to the reduction in home investment 
during the war years, the loss of income on foreign investments 
liquidated during the war, and the loss of shipping income due 
to the reduction in available tonnage. 

It has been estimated that real productivity per man-hour in 
Britain over the last thirty years rose at the compound rate of 
1-5 per cent. per annum.’ This trend was not interrupted owing 
to the last war; and the Minister of Production has stated recently, 
in answer to a Parliamentary question, that “ quite apart from 
the increased output resulting from overtime working there is 
every reason to believe that the average annual increase in pro- 


1 This does not necessarily imply, of course, that exports and imports will 
balance. Given the terms of trade and the level of employment, changes in the 
volume of exports, relatively to imports, do not affect the national income but 
only the level of home investment. We shall show below what this level will 
be, under the assumption that the balance of trade is in equilibrium—there are 
sufficient exports to pay for all imports—and will indicate the variations in the 
national income that can be caused by changes in terms of trade. 

2 Cf. Cmd. 6347, 1942. 

* This is an all round figure, including distribution and services. The rate 
of increase of productivity in the Census industries was higher. Since 1924 
the rate for these industries has been of the order of 3 per cent. per annum. 
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ductivity has been fully maintained ”’ in the course of the present 
war.! It seems conservative, therefore, to assume that average 
productivity per man-hour will exceed that of 1938 by 12-5 
per cent. A further source of larger income is that average 
unemployment was assumed to be 10 per cent., instead of the 
12-9 per cent. in 1938; and that the post-war working popula- 
tion, chiefly owing to the increase in the number of working 
women, is likely to be larger. If the experience of the last 
war is any guide, it is not likely that all the women who have 
gone into industry during the war will retire at the end of the 
war. It is not possible to make any reasoned estimate of this, 
but a net increase of 500,000 in the total working population 
seems to be on the safe side. 

On the negative side, it was assumed that half our pre-war 
income from foreign investments will be lost, and that our ship- 
ping income will fall from the pre-war £130 Mn. to £80 Mn.? 
The most difficult item to estimate is the reduction of income 
due to the reduction of private investment during the war years 
and of air-raid damage. Gross private investment in fixed capital 
will have fallen over the war years (as compared to what it would 
have been if there had been no war, and private investment 
maintained at the 1938 level) by some £2,000 Mn., while air-raid 
damage can be put at £500 Mn.* The annual interest on this 
sum at 10 per cent. is £250 Mn.4 To a considerable extent the 


1 Cf. Hansard, January 19th, 1943, Column 75. (In answer to Sir G. Jones.) 
This rather points to the conclusion that the underlying factors making for 
improvement have operated with an accelerated force recently. For one would 
have expected that special war-time factors (dilution of labour, large trans- 
ference of labour between industries, the black-out and air-raids) would have 
offset this tendency during the war years, even if the accumulated effects of the 
technical improvements would manifest themselves afterwards (as they did 
after the last war). The fact that real productivity during this war has con- 
tinued to rise rather seems to suggest that, once the special war-time factors 
are removed, productivity will show a further jump. 

2 The reduction in the available tonnage might possibly be in a greater 
ratio. But it must be remembered that shipping income is very sensitive to 
the rate of utilisation of ships (as well as to freight rates), and it is not likely 
that in the early post-war years many ships will be idle. (Thus, for 1940, our 
shipping income was estimated by the Chamber of Shipping at £200 Mn.) 

3 The net reduction in capital assets will, of course, be much smaller, since 
our figure of £2,000 Mn. includes the accumulated effect of the peace-time 
additions to the capital stock, and not only the net depletion. The reason for 
our procedure is that we have already taken full credit for the normal pre-war 
rate of increase in real productivity, some part of which must have been due to 
capital accumulation rather than technical progress. 

* The estimated average return on capital in 1938 was only 6-5 per cent. 
We have chosen the rate of 10 per cent. to take into account the effect of a 
reduction in capital on other incomes. 
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fall in private investment will be found to have been offset by 
Government-financed investment in the war industries. We shall 
assume, to be on the safe side, a net reduction in the national 
income of £150 Mn. under this head, though this is likely to be 
an over-estimate. 

The net result of these assumptions is set out in the following 
table. 

TABLE I 


Changes in the Post-War National Income as compared with 1938 
In Terms of 1938 Prices 


£ Mn. 
Increases. Decreases. 

Rise in productivity . ; . 575 Reduction in income from foreign 
Reduction in unemploymen . 150 investments . 4 . . 100 
Increase in the working population 175 Reduction in shipping income .. 50 

Reduction due to the war-time 
fall in home investment . . 150 
900 300 


Net Increase = 600 


Since the net national income in 1938 was officially estimated 
at £4,595 Mn., this means that the post-war national income, at 
1938 prices, will be £5,200 Mn.; or (assuming a 25 per cent. 
increase in the general price level) £6,500 Mn. at post-war prices— 
i.e., 40 per cent. above the 1938 level.» 2 

Taxable income (the sum of income of individuals and cor- 
porations, but excluding the Government *), which was £5,045 Mn. 


1 For 1941 the net national income was estimated by the White Paper as 
£6,338 Mn., which implied a national income of £5,170 Mn. at 1938 prices (cf. 
Economic JOURNAL, 1942, p. 219). The latter figure was calculated on the 
assumption that output per man hour was the same in 1941 as in 1938; whereas, 
as it is now known, it was higher. Hence the national income in 1941 probably 
exceeded £5,300 Mn. at 1938 prices. In the light of this, our assumed post-war 
national income at £5,200 Mn. is rather on the low side, even though it is based 
on a level of unemployment of 1} millions (whereas unemployment was negligible 
in 1941) and a considerably shorter working week. For the return of men into 
industry from the Forces automatically raises the national income quite con- 
siderably, since the value of output per man is much higher in industry than it 
is estimated to be (for the purpose of calculating the national income) in the 
Forces. There is also the effect of higher productivity to be taken into account; 
both that due to the normal rate of technical progress and that due to the 
removal of the various war-time factors which act as a drag on productivity. 
Our estimate of £5,200 Mn. at 1938 prices might well prove to be about £500 Mn, 
too low. 

2 The assumed increase in the price level is not inappropriate, if no further 
price inflation takes place until the end of the war. At the present time, the 
general level of output prices (at factor cost) can be estimated at 23-25 per cent. 
above pre-war. 

’ For the definition of taxable income and its relation to the national income, 
ef. Keynes, ‘‘The Concept of National Income,’’ Economics JourNaL, 1940, 
p. 60. 
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in 1938, will exceed, of course, the post-war national income by a 
greater percentage. Assuming that the Beveridge Plan is adopted 
in full, and assuming the National Debt interest at £500 Mn. (see 
below), the post-war taxable income will be £7,560 Mn. (corre- 
sponding to a national income of £6,500 Mn.), or exactly 50 per 
cent. above the taxable income of 1938.1 

Before we can turn to the composition of the national income 
and the items of the national expenditure, we must examine first 
the post-war Government Accounts. 

(2) Post-War Government Expenditure.—As regards the Cen- 
tral Government expenditure, we make the following assump- 
tions. (i) Expenditure on defence will, in the first post-war 
decade at any rate, be appreciably higher than the pre-war rate 
of expenditure. We shall assume that the annual expenditure 
under this head will be £500 Mn.—a sum sufficient to maintain 
the armed forces of the Crown at the strength of 750,000—1,000,000 
men. (ii) The interest charge on the National Debt is put at 
£500 Mn., based on the assumptions (a) that the National Debt 
will have increased, by the time budgetary equilibrium is re- 
established, by another £6,000 Mn. (as compared with the begin- 
ning of 1943), making it £21,500 Mn. in all*; (6) that the 


1 The “taxable income’’ for 1938 and the post-war year is derived as 
follows :— 











m | e- 
National income at factor cost ; . : z 4,595 6,500 
Add transfer incomes :— 
Interest on the National Debt ‘ F ‘ ‘ 222 500 
Social security cash — , : ‘ ; 224 503 
War Pensions ; ; : : : 41 100 
Deduct Government Income 7 ‘ ; P . —37 —43 
5,043 7,560 











From the point of view of income tax, the relevant concept is not “ taxable 
income,” but the sum of incomes subject to income tax above the tax exemption 
limit. Taking the tax exemption limit at £125, both for 1938 and the post-war 
year, the increase in this sum will certainly exceed 50 per cent. 

2 That is the net Debt (i.e., ignoring £1,000 Mn. external Debt of the war of 
1914-18 and since repudiated) and it is assumed to be sufficient to cover the 
post-war payments under the War Damage Acts. The repayments on account of 
post-war credits on income tax (say, some £500 Mn.), and the repayment of 
20 per cent. of E.P.T., less income tax (say, £250 Mn.), ought also to be added 
to the post-war National Debt. It is assumed, however, that E.P.T. and N.D.C. 
will be abolished after the war, and the subsequent receipts on account of these 
taxes (owing to the delay in tax collection) will be sufficient to offset these items. 

The reasonableness of our assumption as to the post-war National Debt 
depends, of course, on the duration of the war. If hostilities are concluded by 
March 1944, the assumption of a post-war Debt of £21,500 Mn. is adequate, 
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average post-war rate of interest, on all Debt, will be 2-33 per 
cent. (a rate rather higher than the average rate paid at present).! 
(iii) For the Civil Votes, which amounted to £395 Mn. in 1937-38, 
and are put at £415 Mn. for the current financial year, we allow 
£600 Mn. This sum should be sufficient to cover all additional 
expenditures to which the Government is already committed (it 
includes an allowance of £60 Mn. for the new war pensions, 
£30 Mn. for supplementary pensions, £20 Mn. for old age pen- 
sions, £20 Mn. for education, the increase in the general cost of 
administration, subsidies to agriculture, an increased block grant 
to local authorities to relieve them of the need of increases in 
rates, etc.) if we omit some £20 Mn. capital expenditure (included in 
the Civil Votes of 1937-38) which, as will be argued below, should 
not be included in the ordinary Budget afterthe war. (iv) Weadd 
£86 Mn. as the Exchequer contribution to the Beveridge scheme. 

The following table sets out the estimated post-war Central 
Government expenditure, on the basis of these assumptions. 
The actual expenditures in the financial years 1937-38 are added 
for comparison. 

TaBLeE II 
Central Government Expenditure in 1937-38 and in 
Post-War Year 


£ Mn. 
1937-38. Post-War 
Year. 
Interest and management of the National Debt . 216-2 500 
Other Consolidated Fund expenditure ‘ : ‘ 15-7 16 
Defence ; ‘ . ‘ ‘ . . 262-22 500 
Civil Votes. : ‘ ; : : , . 395-5 600 
Cost of tax collection ; : é * 5 ; 13-7 18 
Beveridge scheme . ‘ , , . ; , — 86 
Total expenditure. ; , : ; - 903-3 1,720 


1 £62 Mn. of this sum represented the special expenditure on re-armament 
and was covered out of defence loans. 


The total post-war expenditure will thus amount to some 
£1,700 Mn. It will be observed that we have made no provision 





even if the unavoidable deficits of the immediate post-war period are allowed 
for. But for every subsequent year of war, some £3,000 Mn. ought to be added 
to the post-war Debt and £75 Mn. to the interest charge. 

It is interesting to observe that the interest charge of £500 Mn. leaves the 
post-war Debt burden about the same, both as a proportion of the national 
income and as a proportion of the total Government expenditure, as it was 
after the last war. It appears, therefore, that the low interest policy, inaugu- 
rated by the Treasury in the early 1930’s, will be found to have compensated for 
the added cost of the second world war. 

1 This assumes a floating Debt of £3,500 Mn. and an average rate of 2-66 
per cent. paid on all funded Debt. 
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for a sinking fund or for specific expenditures on post-war economic 
reconstruction, such as housing, the re-equipment of industry 
and agriculture, civil aviation, transport, etc. These items should 
not be included in the Budget. The provision of a sinking fund 
is a form of compulsory saving; it should be provided for only 
and to the extent to which it is desired to increase the level of 
savings and reduce consumption, and alternative methods of 
restricting consumption are not preferred. The expenditure on 
economic reconstruction, whether financed privately or out of 
public funds, is part of home capital investment, and will be 
considered in relation to the total resources available for home 
investment. If financed publicly, it should be part of a “ capital 
budget,” financed out of loans, since expenditures of this kind 
will be balanced by the creation of additional assets, owned by 
the nation. 

How heavy a “ burden ” the peace-time Budget of £1,700 Mn. 
represents can be considered from two angles: (1) From a 
“ financial ’”’ point of view, 7.e., the level of taxation that will be 
required to cover it; (2) From a “ real” point of view, 7.e., the 
extent to which it leaves resources free for the purposes of 
civilian consumption and capital investment. We shall examine 
the problem from both angles. 

(3) The Post-War Level of Taxation.—We shall estimate the 
post-war yield of taxation on the assumption (i) that the rates 
of taxation in force are those of 1937-38, allowing, however (on 
account of the rise in the price level), for such increases in the 
specific rates of duties on various commodities as are necessary 
to make them represent the same ad valorem burden as in 
1937-38; (ii) that the rates of taxation in force are those of 
1942-43, assuming, however, (a) that E.P.T. and N.D.C. are 
abolished; (b) that the pre-war level of income-tax allowances 
are so far restored as would wipe out an amount of tax revenue 
equal to the present accumulations of post-war credits. 

The results are set out in Table III, and the methods followed 
are explained in the footnotes. For the sake of comparison a 
column showing the actual revenue in the year 1937-38 is 
added. 

It will be seen that even if E.P.T. and N.D.C. are abolished, 
and the pre-war level of income-tax allowances largely restored, 
the current rates of taxation would bring in some £2,400 Mn. 
after the war (or about double what the 1937-38 rates of taxation 
would yield), or some £680 Mn. more than the total post-war 
Government expenditure, including the full initial cost of the 
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TABLE III 
Central Government Revenue in 1937-38 and in 


Post-War Year 




















£ Mn. 
Post-War Year. 
Year 7 ? - 
1937-38. | With rates of | With rates of 
taxation of taxation of 
1937-38.1 1942-43. 
Income Tax 2 297-9 500 1,040 
Surtax 3 57:1 85 120 
Death Duties 89-0 90 100 
Stamp Duties . 24-2 30 30 
Customs and Excise‘ . 335-6 440 1,000 
Motor Vehicle Duties . 34-6 35 60 
P.O. net revenue 11-3 14 15 
Miscellaneous . | 20-0 40 40 
| 
| 869-7 1,234 2,405 








1 Subject to adjustments mentioned above. 

2? The standard rate of income tax was 5s. in 1937-38 and 10s. in 1942-43. 
The £500 Mn. in the second column was reached in the following way. Taxable 
incomes were assumed to be 50 per cent. above pre-war; this would make the 
yield £450 Mn. Another £50 Mn. was added to allow for the fact that with a 
general increase in money incomes (the level of allowances being given) the 
yield of income tax rises more than proportionately. The figure in the 
third column is assumed to be £1,040 Mn., and not £1,000 Mn., because our 
assumption is that the allowances are restored to only the pre-1941 level and 
not to the 1937-38 level. 

The £1,040 Mn. in the third column can also be reached in the following way, 
Income tax in the current financial year promises to yield some £930 Mn. This 
is based on the incomes of 1941-42, when the level of taxable incomes was only 
40 per cent. above pre-war. (It must also be remembered that the large number 
of persons in the Forces, who receive part of their income in allowances in cash 
or in kind, restricts at present the yield of income tax relatively to the national 
income.) It can be assumed, therefore, that in the post-war year it would be at 
least £50 Mn. higher, making it £980 Mn. To this must be added the increase 
in receipts of some £200 Mn., which would automatically follow the abolition 
of E.P.T. and N.D.C., and a reduction of some £140 Mn., the present rate of 
receipts of post-war credits. The net result is £1,040 Mn. 

*’ Surtax rates at present are about 40 per cent. above the 1937-38 level. 
Surtax liabilities for 1937-38 were £67 Mn. The £85 Mn. in the second column 
is 25 per cent. above the pre-war, because surtax incomes cannot be assumed to 
rise in the same proportion as taxable incomes in general. The difference 
between the £120 Mn. in the third column and the present yield of surtax (some 
£80 Mn.) is largely to be accounted for by the abolition of E.P.T. and N.D.C. 
and the long delay in surtax collection. 

‘ The receipts from customs and excise cannot, of course, be assumed to 
rise proportionately with taxable incomes. The £440 Mn. in the second column 
represents an increase of 30 per cent., as compared with 1937-38, and was 
reached as follows. On the assumption "that aggregate consumption will be the 
same as before the war, 25 per cent. should be added, in accordance with our 
assumption of a constant ad valorem burden. A further 5 per cent. was added 
to allow for the rising trend in the consumption of certain heavily taxed articles, 
in particular, tobacco. 

The £1,000 Mn. in the third column was reached as follows. The current 
yield of customs and excise promises to be around £900 Mn. It is not assumed 
that the post-war consumption of beer, tobacco, etc., will be higher than at 
present, but the yield of the purchase tax is bound to increase very greatly, 
and also the yield from certain commodities rationed at present, such as sugar 
and petrol. An addition of £100 Mn. on account of these was not regarded as 
excessive. 
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Beveridge scheme. This means that it would be possible to cut 
all taxes by about 30 per cent., or—since the reduction of all 
taxes is not likely—to cut the main types of taxes in an even 
greater proportion. If the reduction were taken out entirely on 
income tax, it would be possible to reduce income tax to the 
standard rate of 3s. 6d. in the £; if it were taken out entirely 
on indirect taxation, it would be possible to reduce indirect 
taxes to well below the level of 1937-38. It is better, however, 
to say that if direct taxes and indirect taxes were reduced in 
the same proportion, it would be possible to put income tax 
back to 6s. 6d. in the £, and cut all indirect taxes by a third at 
the same time. 

Enough has been said to show that the argument that the 
Beveridge Plan would make the financial burden on the taxpayer 
unbearably heavy is just nonsense—for neither is the aggregate 
tax burden excessively large, nor does the Beveridge scheme 
make any appreciable difference to the size of the burden. The 
post-war level of taxation will undoubtedly be heavier than the 
pre-war level (at any rate for the first decade or so after the war), 
but nothing like as heavy as the current discussions on this 
topic would lead one to expect.1| The Beveridge scheme itself 
would add only 5 per cent. to the tota] Government expenditure. 
It is true that without the scheme it would be possible to make 
the income tax some 10d. lower—say 5s. 8d., instead of 6s. 6d., in 
the £—assuming that the whole of the saving is taken out in 
income tax. But it is impossible to associate particular kinds of 
expenditure with particular taxes; while the tradition of the 
British system of taxation is that both direct and indirect taxes 
rise and fall with the fluctuations in expenditure, the proportion 
between them showing a remarkable degree of stability. It is 
unlikely that the proportion of direct taxes in total revenue 
would be raised, just because the Beveridge Plan is adopted. 
It would be more exact to say, therefore, that the cost of 
Beveridge to the taxpayer will be a “ 1d. on beer and 6d. on the 
income tax ’’—a very moderate sacrifice, indeed, for the abolition 
of want. It is less than 1-2 per cent. of the average incomes of 
all classes of the community; less than 1-6 per cent. of the 
average “ disposable incomes ’—the incomes remaining after all 
other taxes and compulsory levies have been paid.” 


1 The Member of Parliament who stated in the recent Beveridge debate 
that the adoption of the Plan would involve an income tax of 15s. in the £, 
could not have been weighing his words very carefully. 

* This is the taxpayer’s burden at the outset of the operation of the scheme. 
But the scheme also provides for a gradual increase in expenditure, over the 
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But even this burden on the taxpayer is a purely hypo- 
thetical one; it only arises because of the Beveridge Report's 
assumption that mass unemployment will return after the war 
and will average 14 million persons. If post-war Governments 
pursue a full employment policy, there will be no burden what- 
ever on the taxpayer in connection with the Beveridge scheme. 
With average unemployment at } million, the annual saving in 
the proposed Social Security Budget will be £101 Mn.?—- 
more than the whole of the added Exchequer contribution of 
£86 Mn. under the Plan. Moreover, with unemployment at } 
million, the yield of taxation will be at least £100 Mn. higher. 
Quite apart from other advantages therefore, a full employment 
policy would bring a direct relief to the Exchequer of at least 
£200 Mn. per annum, relative to the above estimate. 

(4) The Composition of the Post-War National Income and 
Expenditure—We are now in the position to estimate the “ ex- 
penditure by public authorities on goods and services”’ (on the 
White Paper’s definition), and thus examine how much consump- 
tion and capital investment will be consistent with the assumed 
level of the national income and of Government expenditure. 

The total expenditure of public authorities will be :-— 





£ Mn. 
Central Government * “ ; ; . - 1,720 
Extra Budgetary Funds‘ . : ; ; . 333 
Local Authorities ®> . ‘ . ‘ ‘ ; 230 
2,283 





first twenty years of its operation, due to the increase in old age pensions and 
the increase in the number of people of pensionable age. In 1965, when the 
full rate of expenditure is to be reached, the Exchequer’s contribution will be 
£168 Mn. more, an increase of 10 per cent. in the estimated post-war Government 
expenditure. But if our assumption of a steadily rising trend of productivity 
is justified, and if there are no great reductions in weekly man-hours to offset 
the effect of rising productivity on the national income, the rising expenditure 
will not call forth further increases in taxation; as far as the Beveridge scheme 
is concerned, there can be a gradual reduction in the burden of taxation. For 
over the same period the yield of taxes should increase, not by 10, but by at least 
25-30 per cent. (allowing for the fall in the working population). 

1 On the appropriateness of this assumption cf. p. 23, n. 2, below. 

2 This sum is reached as follows. Saving in unemployment insurance pay- 
ments, £73 Mn. Saving in children’s allowances (on first children), £10 Mn. 
Increased yield of contributions, £18 Mn. 

3 See Table II above. 

* This is derived from the Beveridge Social Security Budget. 

5 It is assumed that local Government revenue is equal to that of 1938. 
The increased expenditure of local authorities on health, road maintenance and 
education were allowed for in estimating the Civil Votes in Table II; and the 
latter also includes an allowance for increased block grants of some £20 Mn. to 
cover other increased expenditures of local authorities. 
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Out of this sum the following are “ transfer expenditures ”’ :— 


£ Mn. 
Interest on the National Debt 3 480 
Transfer expenditures in the Bev eridge § Social 
Security Budget * . . 503 
War Pensions °. ; . ‘ . ; - 100 
1,083 


Hence the public expenditures on goods and services are 
£1,200 Mn. at market prices, or (say) £1,150 Mn. at factor cost.4 

We shall assume, for the sake of argument, that the aggregate 
real consumption of civilians is fully restored to the 1938 level. 
This implies that the money expenditure on consumption at 
factor cost (i.e., after deducting indirect taxation) will be 25 per 
cent. above the 1938 level. Assuming, further, that there is no 
net disinvestment of capital abroad—in other words, reserving a 
sufficient amount of resources devoted to exports to pay for all 
imports—this leaves the amount available for the purposes of 
home capital investment at £1,020 Mn., at post-war prices.® 

These results are set out in Table IV, which is framed in 
accordance with Table I of the White Paper. For the sake of 
completeness we added the actual figures for 1938 and 1941, and 
assumed figures for the post-war division of incomes in the 
various income categories on the basis of a slightly higher share 
of wages in the national income (as compared with 1938). 

The annual rate of net capital investment of £1,020 Mn. (or 
£816 Mn. at pre-war prices) is more than double the amount of 
net investment in 1938, and should be sufficient to cover, over a 
number of years, all needs of post-war reconstruction : housing, 
shipbuilding, our share in the reconstruction of Europe, as well 

1 £500 Mn. minus £20 Mn. interest income of extra budgetary funds. 

2 £697 Mn. minus £194 Mn. provided for Health Services and administration 
costs. 


3 £40 Mn. for old war pensions, £60 Mn. for new war pensions. 
* The figure of £1,150 Mn. can also be reached in the following way :— 


£Mn 

Public expenditure on goods and services in 1938 (see Table IV) . ; 807 
Increased expenditure on defence in post-war year, as compared with 

1938 (Table II) . - 238 

Increased expenditure on goods ‘and services out of the Civil Votes* 102 

1,147 


5 With an adverse Balance of Payments the level of home investment 
would be, of course, pro tanto greater. 

* Total increase in expenditure, £215 Mn. (Table II). Of this, increased 
social security expenditure, under present schemes, £53 Mn.; the new war 
pensions, £60 Mn. (As was explained above, the figure of £215 Mn. was reached 
by omitting capital expenditure of some £20 Mn. included in the Civil Votes of 
1937-38.) 
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TABLE IV 


Net National Income and Expenditure in 1938, 1941 and 
Post-War Year 




















£Mn. 
Post- Post- 
1938. | 1941. | War | 1938. | 1941.) War 
Year. | Year. 
Rent of land Personal expendi- 
and buildings 373 | 379) 400] ture on consump- 
tion . . . | 3,467 | 3,663 | 4,330 
Profits and in- Expenditure by 
terest . . | 1,351 | 1,722 | 2,000 public authorities 
. on goods and ser- 
vices : # 807 | 3,966 | 1,150 
Salaries . - | 1,081 | 1,216 | 1,300 || Net investment at 
home f ‘ 376 | —493 | 1,020 
Wages . - | 1,790 | 3,021 | 2,800 || Net investment 
abroad 4 . | —55|—798} — 
4,595 | 6,338 | 6,500 4,595 | 6,338 | 6,500 




















Note :—The various items of expenditure are at factor cost, as in Economic 
JOURNAL, June—September, 1942, p. 211. 


as the capital investments in industry, transport and agricul- 
ture.! 

The conclusion of our analysis is therefore that we could 
“afford ’’ to keep about 1 million in the army, another 1} million 
in unemployment, restore aggregate real consumption to the full 
pre-war level, spend on capital improvements about double the 
pre-war amount (in real terms), export a sufficient amount to 
pay for our imports, adopt the Beveridge scheme in full—all at 
the same time, and with income tax only 6s. 6d. in the £. 


II 


Where is the catch? Let us review the structure of assump- 
tions on which these conclusions are based, to see whether we 
have not assumed away some of the difficulties. The three most 
important assumptions were: (i) a rise in real productivity per 
man-hour which is 12-5 per cent. over the pre-war level; (ii) de- 
fence expenditure at £500 Mn. (at post-war prices); (iii) the 
assumption that the terms of trade will be the same as in 1938. 

1 It might be objected that with a national income of £6,500 Mn. (or £5,200 
Mn. at pre-war prices) consumption would be considerably higher than the 
pre-war amount, and there would, in consequence, be fewer resources left for 
capital investment. That may well be the case if consumption is not regulated, 
but left ‘‘ to find its own level.’’ Our purpose was not, however, to discover 
what the level of consumption would be or should be, but to find out how much 


consumption and capital investment we could afford at the same time, given 
the level of Government expenditure assumed. 





to 
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It is not likely that we erred on the side of optimism as 
regards the first assumption. It might be that the period of 
initial dislocation after the war will last a little longer than the 
eighteen months to two years which we assumed at the beginning. 
But there can be no question that, once it is over, productivity 
will be much greater than it was before the war; it will be 
likely to exceed it, in fact, by considerably more than 12-5 per 
cent. Moreover, the methods by which industrial efficiency can 
be improved, through a better industrial organisation, have by 
no means been exhausted. 

The £500 Mn. expenditure on defence was a shot in the dark. 
It is quite possible that if the war with Japan drags on, and 
international insecurity continues, £1,000 Mn. p.a. will for a time 
be nearer the mark than £500 Mn. 

But the weakest link in the chain, perhaps, is the assumption 
of an unchanged price of imports in terms of our exports. 
Though the experience of the aftermath of the last war was that 
of a considerable improvement in our terms of trade, so that 
we obtained the same imports with about 20 per cent. fewer 
exports than before, the experience of the present war might be 
different. There is no sign, at present, of an approaching world 
scarcity of foodstuffs and industrial raw materials; on the con- 
trary, the exportable surpluses of primary producing countries are 
rising. But, owing to the loss of invisible items and the increase 
in imports due to higher home production, our volume of visible 
exports would have to expand by some 50 per cent. above pre- 
war, to pay for our imports ! (if it is desired to keep the balance 
of trade in equilibrium *), and in the effort to secure this increase 
in exports we may have to lower the price of our exports, and 
thereby make the necessary expansion of exports not 50, but, 
say, 100 per cent. (It is unlikely that the increase could become 
more than 100 per cent.; it is not likely that we would attempt 
to balance our trade in this way if it did.) This extra 50 per 
cent. increase in the volume of exports would imply a 25 per 


1 This assumes a marginal propensity to import of 15 per cent., so that 
post-war imports are put at £1,175 Mn. (at prices 25 per cent. above 1938). 
This 50 per cent. increase in the volume of exports was, of course, provided for 
in the above calculation. 

2 There would be no harm in maintaining an adverse balance of £200—£300 Mn. 
p.a. for a few years—either by borrowing from abroad, or by liquidating our 
foreign investments still further—provided that we use the extra amount of 
home investment made possible by it on capital developments which will 
improve our balance of trade—i.e., either in developing new industries suitable 
for exports or industries (such as agriculture) whose product is a substitute for 
imports. 
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cent. deterioration in our terms of trade and would reduce the 
national income by £300 Mn. Alternatively, we might balance 
our foreign trade, without any increase in exports over the pre- 
war amount, by cutting our imports by 25 per cent. Assuming 
that substitutes can be found for these imports at double the cost 
at which they can be obtained abroad (the cost could hardly be 
greater, for the marginal 25 per cent. of imports !), the net loss 
in the national income would again be £300 Mn.!_ Therefore the 
net loss on account of the foreign trade difficulty would in 
neither case exceed £300 Mn. 

Thus in an extreme case the worsening of our terms of trade, 
and the need to maintain an army of 1-5-2 million men, might 
reduce our available resources by about £800 Mn., relatively to 
the above estimate. But we must also look at the other side of 
the picture. We have assumed in the above calculation that 
civilian consumption is restored to the full pre-war level. At 
the present time consumption is about 20 per cent. below this 
level, without causing undue physical hardship to anyone. Ata 
pinch we could carry on quite cheerfully by loosening our belts 
by only 10 per cent.—that is, by keeping consumption 10 per 
cent. below pre-war. This would release over £400 Mn. We 
have also assumed that there will be 14 million unemployed. 
There was really no need to make this assumption (except to 
keep in step with Sir William Beveridge), for unless there is a 
complete return to laisser-faire conditions, it should be quite 
possible to keep average unemployment at 500,000.2_ This would 
add another £350 Mn. to our national income. 


1 It always pays a country to produce things at home rather than import 
them from abroad, so long as the home cost of production does not exceed the 
e 
e—1l’ 
exports (assuming exports and imports to be equal). Thus, in the above example, 
where this elasticity was assumed to be 2, cutting imports is preferable to 
pushing exports so long as the home cost of producing substitutes is less than 

double the price of the imported goods. 

? The assumption of average unemployment of 1} millions is hardly a 
plausible one, in any case. For if we suppose a return to laisser faire (which 
means, in this context, that the Government adopts a purely passive policy and 
leaves employment to find its own level) the figure of 1} millions is too low. 
Average unemployment was over 2 millions in the last decade before the war; 
taking into account the higher productivity, it could not safely be put below 
2} millions for the decade following the war. If we suppose, on the other hand, 
that post-war Governments adopt an active policy for maintaining employment, 
the figure of 1} millions is much too high. Without postulating a rigid system 
of control extending to all branches of economic life, it should certainly be 
possible to limit average unemployment to 4 million—with the fluctuations 
confined to the range of }—} million. 





foreign price x where e is the elasticity of world demand for the country’s 
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With consumption kept at 10 per cent. below pre-war, and 
unemployment restricted to } million, we could afford anything. 
We could afford to maintain the armed forces of the Crown 
permanently at a strength equal to that of Hitlerite Germany 
in 1939; we could afford to face the consequences of an unpre- 
cedented—and improbable—deterioration in our international 
trading position; and we could afford, at the same time, to 
maintain a rate of capital accumulation which, in a few years, 
would relieve us of the need of restricting consumption altogether. 
There is really little cause to be afraid. 


Iil 


A great deal of the above discussion was not really relevant 
from the point of view of the Beveridge Plan, and was brought 
in only to illuminate the background of the post-war world 
in which the Plan would operate. For the feasibility of the 
Plan does not depend on our available resources being large or 
small, since the scheme does not reduce these resources, it merely 
ensures a more equitable distribution of them. Aggregate real 
consumption will be no less, irrespective of whether the Plan 
is adopted or not. The extent of this redistribution, from the 
point of view of the taxpayer, will, as we have seen, amount to 
less than 1-6 per cent. of consumable incomes (incomes after 
taxation) at the outset of the scheme. From the point of view 
of the insured, however, the contribution payable is.not really in 
the nature of an inter-personal transfer of wealth ; for insurance 
against sickness, old age, unemployment, etc. (not to mention 
children’s allowances, which are not formally linked with the 
insurance scheme, but the cost of which is also included), are 
tangible benefits for which the insured would be quite ready to 
pay voluntarily, if the opportunity were offered to him. It is only 
in so far as the rate of compulsory contributions is larger than 
what the insured would voluntarily pay for purposes of insurance 
(if the scheme makes him “ over-insured ’’) that any question of 
a “ burden ”’ can arise; in that case, the burden is in the nature 
of a loss of consumers’ surplus on the excessive insurance. As 
Sir W. Beveridge has shown, however,! the average workman has 
already paid voluntarily, before the war, on medical treatment 
and industrial assurance about 3s. 1d. per week, while the increase 
in the scale of contributions under the Beveridge scheme is 2s. 5d. 


1 Beveridge Report, p. 114. 
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It is true that not all of this 3s. ld. will be saved, as a direct 
result of the Plan. But even if only, say, two-thirds of it will, 
the net increase in expenditure would still be only 4d. ; and we also 
have to allow for the fact that, owing to the rise in prices, the 
post-war rate of voluntary expenditure (in the absence of the 
scheme) would be more than 3s. ld. And this takes no account, 
of course, of the further reductions in expenses on children and 
other dependents. 

It cannot be said, therefore, that there is any net burden on 
the insured classes as far as the employees’ contributions are 
concerned. There is, however, also the employers’ contribution, 
which, from the point of view of incidence, should be treated in 
the same way as the employees’ contribution. The employers’ 
contribution is a tax on wages which will raise prices not only by 
the amount of the tax, but in proportion to the increase is: prime 
costs caused by it; for exactly the same reasons for which a 
general rise in wages is likely to be followed by a proportionate 
rise in prices. This means that the employees bear practically 
the whole burden of this contribution, since the effect of the 
consequential rise in the prices of commodities will be offset, 
from the point of view of the other classes, by a consequential 
rise in profits.2, Hence the whole additional charge in the form 
of the employers’ contribution on wage earners (ls. 5d. per week 
per adult man, with an annual yield of £37 Mn.*) will really be 
borne by the employees, and it will be equivalent to an additional 
expenditure (on their part) of some 1-5 per cent. of wages. This 
1-5 per cent. is thus the only net additional expenditure which the 
working classes would have to bear under the scheme (apart from 
the 1-5 per cent. in the form of higher taxation), and it may not 
be regarded as an excessive price for the additional allowances 
and the additional security gained. 

This last conclusion is not really modified by the fact that 
not all commodities produced at home are consumed at home; 
and that the incidence of the employers’ contribution on exported 
commodities appears to fall not on the home consumer, but on 
the foreign buyer of our exports. This would really be the case 
only if we lived under a gold-standard regime where the foreign 


1 This statement assumes, of course, that the Plan is adopted in full and 
industrial assurance is made a public service. 

2 It will, however, cause a shift in real income within these ‘‘ other classes,”’ 
i.e., from the rentiers and salary earners to profit-earners. 

’ The total increase in employers’ contributions under the Beveridge scheme 
is £54 Mn. Of this, £17 Mn. were assumed to fall on salaries, domestic servants, 
and Government employees. 
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exchange value of the currency was fixed irrespective of the 
internal level of money costs and prices. But we are not living 
under such a regime; when the war is over, and the price levels 
of the various countries again settle down to some sort of stable 
level, the foreign exchange value of the £ will in any case have to 
be fixed at a new level, depending on the relation of the British 
price level to the price levels of other countries. In the post-war 
British price level the increased employers’ contribution under 
the Beveridge scheme will be one among numerous other deter- 
mining factors which are quite inseparable from each other. 
Therefore in fixing the post-war foreign exchange value, the 
effect of the increased employers’ contribution would be auto- 
matically taken into account, quite irrespective of whether the 
monetary authorities expressly desire to do so or not. This 
implies, on the other hand, that the whole incidence of the 
employers’ contribution will be borne by the home consumer; 
and the effect on home prices will be quite analogous to that 
of a general rise in wages in a closed system. As Ricardo 
has said, in discussing the effect on exports of a tax on wages : 
“If any cause should raise the price of a few manufactured 
commodities, it would prevent, or check their exportation; but 
if the same cause operated generally on all, the effect would 
be merely nominal, and would neither interfere with their 
relative value, nor in any degree diminish the stimulus to a 
trade of barter, which all commerce, both foreign and domestic, 
really is.”’ 1 

There is therefore no justification whatever for the view, 
so frequently expressed, that the increased employers’ con- 
tribution implies some kind of burden on exports, any more 
than for the view that it represents a ‘“‘ burden on industry.”’ 
Whatever the latter concept may mean in other contexts, it 
clearly has no meaning when applied to a tax which is fully 
passed on in the selling price without any restrictive effect on 
sales. 

But although nothing can be said against the employers’ 
contribution along these lines, there is really nothing to be said 
in its favour. If it is intended that its incidence should fall on 
the employees, it would be much better to charge it to the em- 
ployees openly, and to abolish the employers’ contribution 
altogether. If it is intended, on the other hand, that it should 
be a charge on the employers—that it should fall on profits, and 
not on wages—it is no use levying a tax which enters into prime 
1 Principles, McCulloch ed., p. 137. 
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costs; it should be raised as a tax on profits, and not in the 
form of a tax on employment.!* 


V 

The conclusion of this analysis is that, taking additional 
taxes and contributions together, the cost of the Beveridge 
scheme is at most 3 per cent. of the incomes of wage-earners, 
and 1-5-2 per cent. of the incomes of non-wage-earners. It is 
up to the opponents of the Plan to show that this is an excessive 
price for the abolition of the misery and poverty of the marginal 
10 per cent. of the population and of the under-nourishment of a 
much higher proportion of our children. 


NIcHOLAS KALDOR 
London School of Economics. 


1 As it is, the employers (i.e., the profit-earners), so far from making a net 
contribution to the scheme, make a net gain as a result of the tax; not at the 
expense of the wage-earners, but at the expense of the rentier. 

* That the employers’ contribution should be levied as a percentage of 
profits was suggested to the Beveridge Committee by the Liberal Parliamentary 
Party. Cf. Beveridge Report, Appendix G, p. 42. 











THE SCOTT AND UTHWATT REPORTS ON 
LAND UTILISATION 


THE two Reports of the Scott Committee ! and the Uthwatt 
Committee ? are in many respects complementary to each other. 
In approach, in presentation, in power of argument and the grasp 
of the intricacies of their subjects they are astonishingly different. 
They have, at least in respect of the majority reports, one thing 
in common—a dissatisfaction with the social effects of the existing 
methods of land tenure. 

The Scott Committee’s Report comprises a majority report, 
with a minority report by Professor Dennison. The majority 
approach their problem from a survey of the present position in 
the countryside. This, adorned with an array of appropriate 
quotations, possesses an almost lyrical quality. We see the 
English countryside fashioned out of the English landscape by 
the English farming traditions. We see its devastation by the 
inroads of the townsman—partly the townsman seeking a subur- 
ban dormitory, partly the industrialist seeking space to lay out 
untrammelled his expanding factory floors, still more the towns- 
man week-ending or holidaying in the country. This impact 
may conceivably have certain elements of good, but it is in the 
main pernicious. ‘‘ An agricultural worker naturally felt dis- 
contented when he saw young men and women—perhaps his 
own son or daughter—earning more money for himself in a 
routine factory job, involving shorter hours and with none of the 
discomforts of working out of doors in all weathers. This dis- 
content was increased, if, as sometimes happened, factory workers 
brought from a distance seemed in competition with the rural 
workers for any accommodation available in the neighbourhood 
because they could afford to pay a higher rent; or if alternatively 
they were housed at a far higher standard than the rural worker 
could ever hope to attain on his lower wages.” 

If then the country is to be saved from the town the first 
pre-requisite is a prosperous agriculture, capable of paying good 
wages. This—outside the Committee’s own terms of reference— 


1 Report of the Committee on Land Utilisation in Rural Areas. 1942. Cmd. 
6378. 2s. Od. 

* Final Report of Expert Committee on Compensation and Betterment. 1942. 
Cmd. 6386. 2s. 6d. 
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they assume throughout. But they emphasise more than once its 
importance in their own scheme of proposals. The latter involve 
the creation of a Central Planning Commission. The main func- 
tions of this are described as being the formulation, and com- 
munication to local planning authorities, of national planning 
principles, and the translation of national policy into concrete 
terms of national planning. The Committee is convinced that 
local planning must be made compulsory and not permissive, 
and that its area should be enlarged to cover a county, a county 
borough and its surrounding area, or a combination of local 
government areas equivalent in scale to a county. Within this 
machinery they wish to see a broad classification of all land, 
and local zoning of land, similar to that adopted in present town 
and country planning schemes. Land which is classified as good 
agricultural land should only be alienated from its present use 
if it can be shown to be in the general national interest. 

Included in the Committee’s terms of reference was the prob- 
lem of the location of industry in rural areas. The outcome of 
their survey is to suggest that, apart from extractive industries, 
which should be developed only subject to safeguards and with 
an obligation to pay into a fund a sum sufficient to restore the 
land when the minerals are worked out, industry is best developed 
in the towns, so far as possible, where other earlier industries are 
contracting. The argument for rejecting the view that the 
economic life of many village or country towns could be revivified 
and incomes raised only by local industries is a curious one. It 
is suggested that modern industry requires a scale involving at 
least 200-300 employees; one factory puts a town at the mercy 
of the success or failure of a single firm in a single industry; 
four or five factories involve a town which, including dependents, 
is larger than the village or small country towns that they have 
in mind; thus the project is impossible. Surely they must have 
known that in every country in the world there are very large 
numbers of towns involved in the fortunes of particular enter- 
prises. It is a matter of concern, indeed, but nothing new. Is 
it obvious that people would sooner be poor than linked (as we 
all must be) to demands for some particular service? In the 
main they look to the restoration of agricultural prosperity to 
restore life to the village, accompanied by improvement of 
public utility services and a very moderate introduction of 
industry. 

Against this conception of rural England, described in more 
than one paper as the countryman’s charter, Professor Dennison 
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launches a violent crusade, as champion of the urbanised classes. 
With many of his criticisms it is very difficult for any economist 
not to sympathise. The conclusions of the Majority Report, 
whether they be right or wrong, are often supported by economic 
arguments that are obviously insufficient if not actually fallacious. 
But what matters in the end is not the validity of the arguments 
but the rightness of the answers. And here it is important to 
keep a more open mind. 

Professor Dennison’s criticisms start from a restatement of 
the familiar principles of international trade, based implicitly on 
the assumption that the monetary and employment policy of the 
country will be such as to give effect to those principles. He 
recognises (para. 19), but attaches little importance to the possi- 
bility that as the result of the war and the need to expand our 
exports, the terms of trade may turn against us: “If it did 
happen that the prices at which we could buy agricultural com- 
modities abroad increased relatively to the prices at which we 
could sell manufactures, this would be tantamount to an increase 
in the relative productivity of British agriculture without there 
having been any absolute increase of efficiency, and agriculture 
might be both larger and more prosperous. This would not, 
however, alter the fact that there would be a reduction in the 
standard of living, that the prosperity of agriculture would be 
accompanied by general poverty. Itis, indeed, possible that there 
will be some movement of the terms of trade against us; but this 
is no reason for voluntarily improving an added degree of the 
disadvantageous conditions which it would bring, in order to give 
added prosperity to the ‘ traditional ’ agriculture.” 

Professor Dennison is, in effect, convinced that a policy of 
maintaining and fostering agriculture to the extent proposed is 
necessarily an interference against the best distribution of our 
resources, and not merely an attempt, armed possibly with 
unnecessary weapons, to foster and develop a distribution of them 
appropriate to our new balance of payments and to the needs of 
a policy of full employment. That is a conclusion that requires 
much more statistical argument than he has been able to give it 
—the more so if regard is had to the likelihood that even before 
the war one of the factors making it difficult to achieve a high level 
of employment was too high an expenditure on imports out of 
marginal income. It is, of course, never legitimate to infer the 
comparative advantages of production in two countries from their 
relative money costs unless the exchange rate is that which is 
consistent with full employment. A policy which simultaneously 
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substituted British agricultural output for imports and made 
possible a higher total volume of employment, so far from reducing 
the standard of living might very considerably raise it. 

Implicit throughout in Professor Dennison’s argument, though 
nowhere overtly stated, is the view that the economic system 
already provides, through rents, a scheme of incentives to use 
land in the ways that it is best used. If it is in the social 
interest to use land in agriculture, why is it necessary (we must 
ask) that a Central Planning Commission should be created with 
the inevitable five-year plan, to do what the price system is 
doing already? And if the price system is not doing it, is that 
not evidence that we in aggregate do not want it done? This 
is the crux of the problem, and however it may be proper to 
dress it up in public, this is the question that the economist must 
privately answer for himself. 

We have long had one answer to this—Professor Pigou’s 
difference between social and private net product. But I wonder 
whether in this case it really covers the whole field. It is true 
that part of the problem of land usage is that of inducing my 
neighbour so to use the land that he privately owns as not to 
cause pain to me on my side of the hedge. But I do not think 
that this is anything like the whole problem, or the reason why 
two Committees of reasonably representative citizens rush natur- — 
ally to the conclusion that all is not well with the individual 
system of land tenure. For the truth is that in regard to much 
of the land of England we do not readily accept the principle of 
meum and tuwm in the sense in which we ordinarily accept it in 
regard to simple household goods. The reason why many of us 
wish to see agriculture maintained and house-building restricted 
is that agriculture has hitherto provided us with the use of land 
as a free good for many purposes. We have been free, within 
limits, to walk over it, picnic on it, enjoy its beauties and feel 
(quite improperly) shareholders in it. How many of us could, 
from experience of restrictions, say which of the Westmorland 
and Cumberland fells are owned by the National Trust and which 
by private landowners? Building not only creates a wen on 
the face of the countryside; it takes also this free good from us. 
Indeed the core of the problem is that land for many of the 
purposes for which we communally use it is ceasing to be a free 
good and becoming an economic good, which must be subject to 
and protected by price. Thus before we too lightly assume that 
the system of prices and rents maximises welfare, we must ask 
whether there is proper provision for the communal ownership 
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of land as well as for its-individual ownership, or for a system of 
payments for its communal service. 

Society has invented various methods of communal enjoy- 
ment; for land is not unique in presenting this problem. Private 
enterprise, indeed, enables us communally to see plays, to hear 
music, to enjoy travel facilities and countless other things which 
we could not possibly afford individually. Alternatively, we 
organise ourselves into societies or clubs or colleges, and succeed 
in living on standards or achieving purposes that are beyond 
our individual means. But these methods of communal action 
through the price system have their limit. They depend on the 
fact that we can deny, and wish to deny, to others what we as 
a group are securing for ourselves. There has long been a range 
of services outside that sphere. They have been outside some- 
times because we have wished to make them generally free on 
cultural or other grounds; our picture galleries are an example. 
As a nation we can properly afford to own pictures and share 
their enjoyment.! The French have gone much further than we 
have in owning communally their architectural monuments. 
Sometimes services have been outside that sphere because it has 
been virtually impossible to.enforce or collect prices. Of this 
the predominant example is that of the roads. The turnpike 
system was a failure. We grasped the nettle and we made the 
roads more or less free goods, even if our payments, as motor 
users, are very broadly related to our demands upon them. 

Our present problems of the ownership and control of rural 
land are surely very close to those of the roads a hundred years 
ago. Shall we attempt to make individual ownership compatible 
with public service by a system of rules and regulations and 
planning bodies? Shall we piously hope that where necessary 
communal ownership will be developed not by the State as repre- 
senting the community, but by the communal spirit of indi- 
viduals outside the machinery of State, embodied, for example, 
in the National Trust? Or shall we encourage the State to act 
as organiser of this communal service ? 

This problem comes very near indeed to that considered by 
the Uthwatt Committee. They were appointed to consider the 
problems of compensation and betterment, more particularly as 
they affect reconstruction. They state on an early page of their 
report that “in an analysis of the difficulties of compensation 
and betterment, we begin with an appreciation of the fact that 


1 T have never forgotten being taken as a small child to the National Gallery 
by that great liberal lady Agnes Jekyll to see “‘ my ”’ pictures. 
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fundamentally the problem arises from the existing legal position 
with regard to the use of land, which attempts to preserve in a 
highly developed economy, the purely individualistic approach 
to land ownership. That was perhaps inevitable in the early 
days of industrialisation and limited facilities of communication, 
but it is no longer completely tenable in our present stage of 
development and it operates to prevent the proper and effective 
utilisation of our limited natural resources. Town and country 
planning is not an end in itself; it is the instrument by which 
to secure that the best use is made of the available land in the 
interests of the community as a whole. By nature it cannot be 
static. It must advance within the condition of the society it 
is designed to serve.”’ 

In saying this, the Committee had, I imagine, principally in 
mind certain other defects in the system of individual tenure 
beyond those that I have mentioned. Both in urban develop- 
ment and in agricultural reorganisation one of the main obstacles 
is that of securing for development an area adequate to modern 
technical requirements. The Scott Committee were never called 
upon to consider how far their own policy would permit the 
consolidation of agricultural holdings where necessary into units 
better fitted than those created by the enclosure movement to 
meet the needs of modern agriculture. In urban development, 
the available powers have in the past been far too limited to 
make large scale re-development easy, except where the accidents 
of history have left a single landlord in possession of a large area. 
Indeed, it has been a paradox of the individual land tenure of 
recent years that the abuses most difficult to remedy have arisen 
from the small and not from the large landowner. 

The Uthwatt Committee was presented with three problems : 
the payment of compensation and the recovery of betterment in 
respect of public control of the use of land; the possible means 
of stabilising the value of land registered for development or 
re-development; the extension of powers to enable land to be 
acquired by the public on an equitable basis. 

The definition which the Committee, after consideration, 
attached to “ betterment ”’ is a narrow one. It is confined to 
the consequences of expenditure by the central or local govern- 
ment, and does not cover increases of value due to general social 
changes independent of such expenditure. The difficulties of 
distinguishing what part of the increase of value may be due to 
such causes is evident. Indeed, where suburban land is raised 


in value by improved transport facilities partly provided by 
No. 209.—voL. Lin. ’ D 
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private owned railways (possibly subsidised for this purpose) and 
partly provided by local authority road transport run tempor- 
arily at a loss, I should hesitate to say that anyone could calcu- 
late the betterment due to government expenditure. When it 
comes to practical application, the Committee tacitly forget their 
own definition. 

The most interesting aspect of the problem is that of the 
aggregate measurement of the betterment. The Committee is 
persuaded (and all evidence goes to prove that they are right) 
that when suburban development is taking place the total increase 
of land values exceeds by several times the increase in the value 
of any given acre, if developed, multiplied by the number of acres 
which are actually developed. Thus if, for example, there are 
100,000 acres round some particular manufacturing town which 
are capable of development, but only 10,000 acres will actually 
be needed for development, and if developed land is worth £100 
an acre more than undeveloped land, the increase in land values 
is likely to be of the order of £10,000,000 rather than £1,000,000. 

The reasons for this are difficult to discover, and the Com- 
mittee does not provide any really satisfactory explanation. It 
may be partly that no individual landowner knows the limits of 
the current demand, and the true odds against his selling his 
particular plot. It may be that the landowner too readily 
assumes that once development has started it will continue, if 
not immediately, at least over the next few decades. It may 
merely be the result of illogical conventions collectively adopted 
by valuers. It is partly, I would suggest, that each individual 
landowner in present circumstances possesses some power to 
divert development to his own land by undertaking the develop- 
ment himself. But it necessarily implies a very curious state of 
the market for land if developed land and undeveloped land have 
markedly different prices. This is obviously a problem that 
deserves much closer economic study than it has yet received. 

This analysis of land values leads straight into the main 
recommendation of the Committee with regard to the acquisition 
of undeveloped land for urban growth. The Committee, after 
rejecting on the one hand unification through private pooling 
schemes and on the other hand complete nationalisation, recom- 
mends that an aggregate estimate be made of the true value of 
the development rights in undeveloped land (the £1,000,000 of 
my last example), and the distribution of an equivalent com- 
pensation fund over all the land in the country in proportion to 
their development values. Thereafter all land would be acquired 
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for development at its undeveloped value, and land sterilised 
from development for any reason would not be penalised as com- 
pared with land actually taken. 

When land is registered for development purposes, it will be 
acquired by the Central Planning Authority from the owner of 
the agricultural rights at the value of these. The State will 
lease, but not sell, the land. The owner will have a first pre- 
ference in developing it, if it is decided that it shall be developed 
privately and not publicly. Rather surprisingly I can neither 
remember nor discover (a niggardly Stationery Office provides 
no index to this very detailed report) any discussion of the 
proper policy of the State in regard to leases. If the owner is 
not to secure any part of the betterment, for which he has already 
once been compensated, it is most important that the lease shall 
represent the full annual economic value of the land. For other- 
wise the owner, by undertaking development himself, can benefit. 
The report does, however, deal in great detail with the thorny 
questions of what should and should not be ground for com- 
pensation when land is compulsorily taken for development. 
About one question I remain frankly puzzled. If the owner of 
the undeveloped land wishes, on grounds of amenities, to stop 
development of a particular area, can he do so? Paragraph 59 
seems to say “yes”; paragraph 105 seems to say “ no.” 

Turning now to the problems of developed land, an interim 
report of the Committee had recommended “ the granting to a 
Central Planning Authority forthwith of powers of control over 
building and all other developments throughout the whole 
country by reference to national planning considerations.”” The 
government has preferred the policy of strengthening the Plan- 
ning Acts. The Committee now urge the importance, if that 
policy is to be followed, that all areas should be deemed to be 
covered by operative schemes or resolutions. The interim report 
also recommended that the values of March 3lst, 1939, should 
form the basis of compensation. To this recommendation the 
Committee still adheres. 

The main further recommendations of the final report are that 
there should be conferred on the planning authority much wider 
and simpler compulsory powers of purchase, so that whole areas 
ripe for redevelopment can be purchased and treated as a unit. 
As before, they recommend that land shall be leased, but not 
sold, in cases of development by private agencies. Dispossessed 
owners should have no legal right to preferential treatment, but 
in practice due regard should be paid to their desires in allocating 
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sites after reconstruction. Their main proposals are aimed to 
provide a simpler, more rapid, and more positive procedure 
without inflicting injustice. 

The Committee turns finally to the problem of securing for 
the State some share in the betterment which is due (under their 
definition) to its own actions. They show that, broadly, there 
are three routes by which it may proceed: a direct charge on 
the owner of the property bettered; a set-off of betterment 
against any compensation that may be due for acquisition of land 
or for injurious affection; recoupment—by which is meant pur- 
chase of land adjacent to the improvement for resale at enhanced 
prices. All these routes have been followed from time to time 
and in different contexts. “The fairness of the principle of 
betterment,’ they conclude, “‘commands general acceptance. 
It is in its practical application that difficulties arise.”’ 

The method of the direct charge has two limitations. First, 
under existing Acts only 75 per cent. of betterment can be 
secured in this way. Second, the charge can only be made when 
the land is disposed of, or its use charged and the claim ceases 
altogether after fourteen years. In view of these limitations, the 
Committee recommends that this method be abandoned. They 
make a similar recommendation regarding set-off. As regards 
recoupment, the Committee recommends that local authorities be 
given increased powers, subject to sanction of the Central Plan- 
ning Authority, to buy land compulsorily for resale. As a prin- 
cipal method of securing the betterment for the State, they 
recommend a periodic levy on increases in annual site values, 
as revealed by quinquennial assessments made through the 
ordinary rating machinery. 

Such a method, the Committee recognises, would take not 
only betterment in the narrow sense in which they have defined 
it, but any increases from any cause other than certain recent 
expenditure by the owner, for which they propose special pro- 
vision. Their proposal is that 75 per cent. of the increased value 
should be taken in annual levies, after allowing a maximum of 
4 per cent. on the capital cost of any improvements made by the 
owner. The Committee is prepared that the remaining 25 per 
cent. should go to the owner as some compensation for initiative 
and enterprise in development. 

These represent the bare bones of the Uthwatt Committees’ 
survey. Such a summary inevitably over-simplifies both the 
problems they have examined and the complexity of the detailed 
administration that they have proposed. A moment’s reflection 
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will show the difficulties of its application in a country in which 
land is held as variously, and subject to such various charges and 
obligations as in England. The Committee has traversed an 
infinitely intricate problem with a mastery both of detail and of 
principles that is rare in government reports. This report, 
indeed, stands both in width of vision and in grasp of technicalities 
upon a wholly different plane from that of the Scott Report or 
any other recent survey of kindred problems. 

A report which would modify so drastically our whole con- 
ception of the ownership of land naturally provokes a number of 
wider reflections. I can do no more than suggest one or two at 
random, and any selection is no doubt influenced by seeing the 
problem in part at least from the angle of the Finance Committee 
of a Cambridge College, which, like most of them, has owned and 
developed agricultural estates. 

In the past the ownership of the development rights has 
provided an incentive not only to develop land, but also to hold 
it, where development was proceeding slowly, for later develop- 
ment. One has always in mind the importance of not forcing 
development too fast. The interest of the landowner corre- 
sponded in some measure with the interests of society that 
valuable sites should not be squandered on less essential uses. 
With the transfer of the development rights, the control of the 
timing of development will pass wholly to the State, as repre- 
sented by the Planning Authority. The interest of the individual, 
where he proposes to develop himself, will be almost entirely on 
the side of quicker development. 

This raises, inevitably, the question of the competence of 
those who will be planning development. I think it is true to 
say that far more of the reluctance to accept town and country 
planning springs from doubts about the capacities of those who 
will administer it, than from disputes about the principles in- 
volved. We have heard lately a great deal about the reform of 
the central government’s civil service. We have heard far too 
little about the improvement of local government, both as regards 
the political bodies and the local government officials. If they 
are to work such a scheme as this, and persuade the ordinary 
citizen that they are doing it justly and competently, local 
government bodies will need considerable overhaul. 

Again, the transfer to the State of the development rights in 
land must have permanent effects upon many institutions. The 
great charitable corporations of every kind, as well as the rem- 
nants of our Feudal Houses, have usually made land-ownership 











38 THE ECONOMIC JOURNAL [APRIL 1943 


the foundation of their financial policy. Sir Henry Howard’s 
great history of the finances of St. John’s College, Cambridge (to 
quote but one example), has shown how a great land-owning 
institution has been able to persist and strengthen itself to per- 
form its function in each generation despite day-by-day financial 
policies which were often wrong, and sometimes over short 
periods positively disastrous. If the Uthwatt Committee has 
its way (I am not for a moment arguing that in the national 
interest it should not) that safeguard will be gone. 

The disappearance of development rights as a form of long- 
term investment will once again bring money more into the centre 
of the economic picture. The long-term investor had in the past 
a variety of alternative hedges against the long-term depreciation 
of money. Tithe, linked to corn prices, gave a real return which 
over the decades was surprisingly constant. Industrial invest- 
ment, though a possible hedge to those with adequate knowledge, 
pre-supposed a watchfulness and expertise far greater than that 
possessed by most of those responsible for the administration of 
charitable and other funds. Ownership of agricultural land, 
though giving a relatively low return, when associated with the 
development rights provided an opportunity not only to main- 
tain a constant real return, but also to benefit more or less pro- 
portionately in any general upward movement of the standard 
of living. The fortunes of such investors will in the future almost 
certainly be more closely tied to money values. The Uthwatt 
Committee specifically states, however, that it does not propose 
to make a levy on betterment or increases in agricultural value. 
An investor may content himself with the long-term increases of 
agricultural values and hope that these will sufficiently safeguard 
him. But such an investor will be far more concerned than 
hitherto in the prosperity of British agriculture. From many 
points of view that may be a good thing. I fear, however, that 
the landlord interest will more than ever be led to support 
policies of agricultural protection. 

Whatever reforms of land utilisation and land tenure we may 
see during the next few years, we shall owe an immense debt to 
Mr. Justice Uthwatt and his colleagues for the clarification of 


the problems in front of us. 
Austin ROBINSON 


Sidney Sussex College, 
Cambridge. 

















INDUSTRIAL PRODUCTION, PRODUCTIVITY AND DIS- 
TRIBUTION IN BRITAIN, GERMANY AND THE 
UNITED STATES? 


THE publication of the first comprehensive Census of Produc- 
tion in Germany, undertaken in 1937 2—which fortunately follows 
very closely the pattern of the British and American Censuses— 
makes it possible to compare, on a comprehensive scale, the 
scope, structure and the productivity of manufacturing industries 
of the three leading industrial countries: Britain, Germany and 
the United States.* 


1 The present paper was prepared in connection with an enquiry now in 
progress by the National Institute of Economic and Social Research. 

2 Die deutsche Industrie. Gesamtergebnisse der amtlichen Produktions- 
statistik. Berlin, 1939 (Schriftenreihe des Reichsamts fuer wehrwirtschaftliche 
Planung Heft 1). Prior to the publication of this comprehensive Census, similar 
data were collected from time to time for a great many individual industries, 
such as mining, iron and steel trades, textile trades, etc., by the Central Statistical 
Office. The needs of war economics made a comprehensive Census necessary, 
which task was entrusted to the newly created Office of Planning for War 
Economy. The Report on German Industry—quoted above—is the first pub- 
lication of the new office. Further reports dealing with special industries were 
announced, but so far not published. Apart from Censuses of individual indus- 
tries, there were, prior to the comprehensive Census, two comprehensive official 
enquiries into employment in industry: the one was the so-called ‘* Gewer- 
bezaehlung,”’ a Census of establishments and persons working in manufacturing 
and handicraft, undertaken in two yearly intervals, the latest available for 1936 ; 
the other the so-called Industrieberichtcrstattung, an enquiry in industrial 
employment and earnings, undertaken yearly on a broad sample basis, the samples 
covering more than the half of all persons employed (vide Wirtschaft und Statistik, 
1938, Nr. 8, and 1939, Nr. 8). None of these, however, contains information on 
output or costs. 

8 The scope of the three Censuses is largely similar, though not identical. 
The British Census of 1935 covers all firms employing on the average more than 
ten persons (except for Northern Ireland). The American Census of Manu- 
factures for 1935 and 1937 covers all factories or plants whose products were 
valued at $5,000 or more (it covers thus slightly a wider field than the British 
Census). The German Census covers broadly all firms with five or more em- 
ployees, though in certain industries other criteria, like capacity, value of pro- 
duction, etc., were used. The American Census covers factory trades only as 
defined in the British Census, thus excludes mining, building and contracting, 
and public utilities. The scope of the German Census is identical in this respect 
with the British. In order to obtain comparative figures, we confined ourselves 
for all three countries (unless stated otherwise) to factory trades only. 

Gross output (value of products in the American terminology), net output 
(value added by manufacture in the American terminology), costs of materials, 
fuel and electricity, etc., used are defined in all three Censuses in the same 
manner. Indirect taxes are treated similarly in the British and American 
Census; thus they are included in gross output, but excluded in ail cases from 
net output. In the German Census indirect taxes are excluded from both gross 
output and net output. Wages bills were compiled in the American Census, 
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The purpose of the present paper is to show how the scope 
of manufacturing production, the scale and composition of the 
labour force, the relative importance of different industry groups, 
the ratio of profits to wages and industrial efficiency as measured 
by output per head, compares with one another in these three 
countries. We shall summarise the most significant results of 
this comparison, without making any attempt to trace the causes 
of either the similarities or the divergences. 

The German data relate to 1936. The most comparable 
British data are those for the Census of Production 1935, and 
the American data are those for the Censuses of Manufactures 
1935 and 1937.1 The fact that for the United Kingdom data 
relating to 1935 have to be used (and not 1936 or 1937) makes 
the comparison somewhat unfavourable to this country. It must 
also be borne in mind that the importance of rearmament was 
much greater in the manufacturing industry of Germany in 1936 
than in those of the two other countries in 1935 or 1937.2. Since 
that time the industrial production of all three countries has 
expanded considerably, and the structure of production (i.e., 
the relative importance of different branches of industry) has 
altered even more, owing to the war. It is not likely, however, 
that the developments since 1935-37 would considerably modify 
the broad picture which emerges from our comparisons as to the 
relative capacity and efficiency of the industries of these three 
countries. 

The results of our investigation given in Tables I-X below 
can be summarised as follows : 


A. The Scale of Manufacturing Production (Tables I-III) 


(i) The labour force employed in Britain’s manufacturing 
industry was over 5 millions (in 1935), in Germany 6 millions 





wages and salary bills combined in the German Census, while in the British 
Census wages bills are available only for a sample covering 50-60 per cent. of 
the firms reporting in the Census, and were assumed to be in the same proportion 
in the remaining firms. 

1 The U.S. data for 1937 are more representative for purposes of comparison, 
since in 1935 American industry was still in a state of depression as compared 
with the German and British industry (vide Table VIII). 

2 1936 was the year when the first Four-Years Plan, initiated in 1933 for 
creation of public works, came to an end, largely fulfilling its purpose, and the 
second Four-Years Plan was initiated. rsatz industries created under the 
second Four-Years Plan therefore did not become a significant factor until after 
1936. Rearmament was, however, the mainspring of industrial boom since early 
1935. Also Dr. Schachts’ so-called New Plan (of foreign trade and exchange) 
in force since 1934 has some importance, by curtailing imports, thus preventing 
the expansion of the consumers’ goods industries (vide M. Y. Sweezy, The 
Structure of the Nazi Economy. Cambridge, Mass., 1941). 
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TABLE I 


Summary Results of the Censuses of Production in the United 
Kingdom, Germany and the United States 


(Factory trades only) 





| 





| United Kingdom, Germany, | United States, 
&. Rm. | $. 
' ' 
A. In millions of national currency 
Gross output . ‘ : . |  2,837-0 (1935) 50,610-1 (1936) 44,993-7 (1935) 
| 60,712-9 (1937) 
Net output ; ‘ , . 1,182-0 (1935) 25,711-7 (1936) 18,552-6 (1935) 


| 25,173-5 (1937) 
B. In millions of £ 








Gross output . , ‘ ‘ 2,837-0 | 2,963-0 | 9,182-0 (1935) 
12,290-0 (1937) 
Net output 1,182-0 1,505-4 3,786-0 (1935) 
| | 5,096-0 (1937) 

SOURCES : 


BRITAIN. ty oo on the Fifth Census of Production and the Import Duties Act Inquiry, 
1935, and Fifth Census of Production, 1935, and Final Summary Tables. Issued by the 
Statistics Dept. of the Board of oa (1982) (Mimeographed). 

GERMANY. Die Deutsche Industrie 

U.S.A. ‘Statistical Abstract of the irnied States, 1940, p. 802. 


Note.—The rate of conversion used was £1 = $4.90 for 1935 and £1 = $4.94 for 1937. Rms. 
were converted at £1 = Rm. 17.08. 

(in 1936) and in the United States almost 10 millions (1937). 
The potential labour force, obtained by including the number of 
unemployed in these industries in the Census years quoted above, 
gives 5-9-6 millions for Britain, 6-8-7 millions for Germany and 
12-13 millions for the United States.! 

The preponderance of manufacturing industry in Britain is 
shown by the fact that these figures represent one-fourth of the 
total occupied population of Britain and only one-fifth of the 
occupied population of Germany and the United States. The 
proportion of occupied population to total population is slightly 
higher in Germany than in this country, but a greater proportion 
is in agriculture and handicraft. In America the proportion of 
those gainfully occupied is lower than in both other countries, and 

1 The number of unemployed in the Census industries can be estimated, on 
basis of official statistics, at 920,000 for Great Britain (Dec. 1935), and 860,000 
for Germany (Dec. 1936), not allowing for unemployed salaried employees. In 
the United States the number of persons who registered in the Unemployment 
Census in Nov. 1937 amounted in the Census industries to 1-7 million wholly 
unemployed and 1 million partially unemployed. No exact figures of the 
potential labour force can be given, since the Census employment data are yearly 
averages for Britain and the U.S., and refer to end of June 1936 in Germany, 
while available unemployment data refer to the end of the year. The avail- 
ability for employment in manufacturing is also affected by those employed by 
small firms or in handicraft which are not included in the above figures. There 
were some 537,000 persons employed in 1935 in small manufacturing firms n 


this country, according to the Census reports, which are not included in the above 
figures of total employment. 
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TABLE IT 
Employment in Manufacturing Production ' 
(In millions) 
United ~ : United 
Kingdom. Germany. States. 
1. Population* . 3 4 F - . 46-1 (1931) 65-2 (1933) 123-1 (1930) 
46-9 (1935) 67-3 (1936) 127-5 (1935) 
129-3 (1937) 
2. Occupied population * : e ‘ ; 21-6 (1931) 32-6 (1933) 48°8 (1930) 
3. Population occupied in manufacturing and 
, including building and construc- 
tion, and public utilities* . ‘ 10-4 (1931) 13-7 (1933) 5:1 (1930) *# 
1? 2 (1930) * 
4. Persons employed in factory trades * 5-2 (1935) 6-0 (1936) * 8-3 (1935) 
7-2 (1936) © 9-8 (1937) 
4a. Operatives employed in factory trades‘ . 4-5 (1935) 5-1 (1936) " frees) 
7) 
5. Persons employed in factory trades by firms 
with more than 50 employees ; 4-6 (1935) * 5-5 (1936) © a 
5a. Operatives employed in factory trades with , 
1937) 


more than 50 operatives‘ . ‘ -- -— (1935) 
71¢ 
| 


6. Persons employed in manufacturing produc- 
tion, including wae ne and — 
utilities ; 7-3 (1935) 8-0 (1936) -- 

“1 (1936) 7 


6a. Operatives employed in manufacturing 
production, including mining, building 
and public utilities‘ . ‘ % " 6-5 (1935) 6°8 (1936) -- 














? The occupational statistics of the Censuses of Population (items 1-3 above) include persons 
whether employed or unemployed, while the Censuses of Production (items 4-6 above) include 
only persons actually employed. Differences between the two Censuses are, however, due not 
only to unemployment, but also to differences in definitions. 

* SOURCE: last Census of Population for the Census years (1931 in Britain, 1933 in Germany, 
and 1930 in the United States). For later years official ——_ooe 

BRITAIN. Statistical Abstract for the United Kingdom, 1913-37, p. 4, and pp. 125-8. The 
se _ data for Great Britain were supplemented by the 1926 Census data for Northern 

relan 

GERMANY. Statistisches Jahrouch fuer das deutsche Reich, 1938, p. 9, and pp. 24-5. The 
—_ covered is the so-called “ Old Reich.’”’ For 1936 it includes the Saar, but excludes 

ustr 

UNITED STATES. Statistical Abstract of the United States, 1940, p. 2, and p. 56 et seq 

* Allowing for clerical workers in manufacturing, etc., which = not included in the official 
figures. Quoted from the Statistisches Jahrbuch, op. cit., 1938, Dp. 

* SouRcE: Censuses of Production. (Vide sources to Table I. y 

bd Computed from the Gewerbezaehlung for 1936, covering all firms with five or more employees. 
(Vide footnote 1 in the text.) The difference between the results of the Census of Production 
and of the Gewerlezaehlung is partly accounted for by differences of definitions, since the former 
includes also handicraft. Roughly half the difference is due to the exclusion from the Census 
of small firms in the printing, textile and clothing trades, also by the exclusion of the firms doing 
exclusively repair work in mechanical engineering, motor industries and shipbuilding. But in 
certain industries, all of them important in war production, like mechanical engineering, motor 
industry, electro-industry, optical industry and chemical industry, the Gewerbezaehlung shows a 
greater number of persons employed by firms employing fifty or more persons than the Census 
data indicate for firms with five or more employees. It seems not improbable that some 500,000- 
600,000 persons employed in war industries proper were excluded from the scope of the Census. 
Aircraft industry, e¢.g., is not to be found in the Census classification. 

* There are about 600,000 persons employed by firms employing more than ten persons, but 
less than fifty persons. 

7 Computed from the Gewerbezaehlung, corrected to include railway employees. 


the number of those occupied in agriculture is relatively high. 
The proportion of those occupied in services is about the same 
in Britain and the United States, but it is lower in Germany. 
(ii) The aggregate net output of manufacturing industry in 
the three countries, compared by taking $4-90-4-94 to the £ and 
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TaBLe III 
The Scale of Manufacturing Production in the United Kingdom, 
Germany and the United States 


(Occupied population, employment and output) 


(In index numbers) 











United ae United 
Kingdom. Germany. | States. 
(A) 
Population (1935) . ; . ‘ ‘ . 100 143 272 
Occupied population (last Census of Population) . 100 151 226 
Populaticn occupied in manufacturing and atmng 
(last Census of Population) . . 100 132 145 
Persons employed in nary ee s heparan of 
Production) . > e 100 (1935) 116 (1936) 161 (1935) 
190 (1937) 
Operatives employed in ssaaaalh trades eae ensus of 
Production) . ‘ 100 (1935) 114 (1936) 161 (1935) 
192 (1937) 
(B) 
Value of gross output produced by factory trades 100 (1935) 104 (1936) 324 (1935) 


430 (1937) 


Value of net output produced by factory trades . 100 (1935) 127 (1936) 320 (1935) 
431 (1937) 


Net output per person employed by factory trades 100 (1935) 109 (1936) 199 (1935) 
227 (1937) 


Net output ad ene need by ao 


trades . 100 (1935) 111 (1936) 199 (1935) 
225 (1937) 

(C) 
Per cent. Per cent. Per cent. 


Occupied persons as percentage of total population 
aged 10 years oe over - vemos of Popula- 
tion) . ° ° ‘“ 56-0 59-0 49°5 


Population occupied in manufacturing and mining 
as percentage of total omen oan _ 


Census of Population) . 48-0 42-0 35-0 
Persons employed in factory trades as Sethe eae 
of total occupied population . one-fourth | over one-fifth one-fifth 
(1935) (1936) (1937) 
(D) 
Proportion of females in total population 10 years 
and over (last Census of Population) i ‘ 52-7 53-6 49-4 


Proportion of occupied males in total male popula- 
tion of 10 years and over (last Census of Popula- 
tion) . ‘ ° ° ° . 83-1 781 76-2 


Proportion of occupied females in total female 
population 10 ones or over —_ Census of 
Population) . ° e } 31-3 38°38 22-0 














Sources: Vide Tables I and II. 


Rm. 17-08 to the £ as the appropriate rate of exchange for measur- 
ing relative purchasing power in 1935-37, was as follows: If 


1 The rate of conversion Rm. 17-08 = £1 is the rate used for similar purposes 
by the German Institute of Business Research, and is based on their estimate 
of the relative purchasing power in 1935 (Weekly Report, June 29, 1939, p. 69). 
For the conversion of $ into £ the market rate was thought to be appropriate. 
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the output of Britain in 1935 is taken as 100, German output in 
1936 was 127, the United States output was 320 in 1935 and 
430 in 1937. Since German output exceeded British output in 
about the same ratio as German industrial employment ex- 
ceeded the British, it follows that productivity (i.e., output per 
head) of British and German industries was roughly the same, 
while the productivity of the United States was about twice 
as large.! 


B. The Structure of Manufacturing Industry (Table IV) 


(iii) The proportionate importance of the different branches 
of manufacturing in aggregate output produced and in total 


TaBLeE IV 
The Structure of Manufacturing Production 


Proportionate importance of different branches of industry in total output and employment.' 

















(Percentages) 
gl Ie | — Unitea United |  Ger- United 
den many, States, me many, States,* 
Trade. 1935. 1936. 1935. 1937. 1935. 1936. 1935. 1937. 
Net Output. Employment. 

Tron and steel 9-9 16°5 11:2 13-6 10-6 16-1 12-2 13-6 
Engineering, shipbuilding 

and vehicles a“ ‘ 21-0 21-4 18:3 21-3 21-4 19-4 16-1 18-4 
Non- o—* me ead 2-5 2-4 3-1 3-4 2-4 1:3 3-0 3-2 
Chemica) 7-4 9-9 9°38 9-5 3-8 5-0 5-2 49 
Textiles 13-3 11-0 8-0 7-2 20-5 15-2 15-1 13-4 
Clothing 6-9 4-0 77 6:3 10-4 5-6 11-5 10°5 
Leather 0-9 1-0 1-4 11 0-9 15 15 1-4 
Rubber ‘ 1-2 1-0 1-7 15 1-1 0-9 1-6 15 
Clay a stone 4:5 6:7 3-2 35 48 9-5 3-2 3-5 
Timbe: 3-2 40 4-7 5-0 3-8 6-1 8-0 81 
Paper ont printing 9-5 5-7 11:8 10-5 79 6-4 75 7-2 
Food, drink and tobacco 17-0 14-0 16-5 14-6 10-1 10-2 12-3 11-4 
Miscellaneous * 2-5 2-4 2-6 2-5 2-4 2-3 2-8 2-9 

Total factory trades . | 100-0 100-0 100:0 100-0 100-0 100-0 100-0 100-0 




















s ver Bet from Censuses of Production data. German and American data were regrouped 
to cover ritish categories. 
ed on number of operatives. 
8 = scientific instruments, games, toys, sport requisites, etc. 


employment is fairly similar in all the three countries. The 
most important deviations in the order of importance of broad 
industrial groups are the slight preponderance of heavy industries 





The same publication of the German Institute of Business Research calculates 
also a dollar-mark conversion rate, on the basis of relative purchasing power, 
which yields a purchasing-power rate of $4-68 to the £. 

1 The exact figures of average productivity per head are: Britain, 1935 = 
100, Germany, 1936 = 109, U.S.A., 1935 = 199, U.S.A., 1937 = 227. 
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and the relatively smaller importance of consumption industries 
in Germany (as compared with both Britain and the United 
States). This may be partly due to the much greater armament 
expenditure in Germany in 1936, and also to the fact that in 
certain consumption-goods industries (such as clothing and print- 
ing) handicraft—which is excluded from the Census—is still of 
great importance in Germany. In Britain textile trades are still 
relatively preponderant (they employ over one-fifth of the total 
labour force in manufacturing in Britain, but only about 15 per 
cent. in Germany and the United States), while in the United 
States the importance of timber trades and chemicals (including 
petrol refining) is relatively greater. 

(iv) As regards individual industries, the most significant 
deviations in their order of importance are the preponderance of 
heavy chemicals, tobacco, stone, machine tools, scientific instru- 
ments and sugar trade in Germany, lumber and timber products, 
meat packing, petrol refining, non-ferrous metal alloys, rayon, 
paper boxes in the United States (both as compared with the 
United Kingdom). 


C. The Productivity per Head in the Different Countries 
(Tables V, VI) 


(v) We have attempted two different methods of comparison, 
one based on physical output per head, and the other on the 
value of output per head. The comparison of industrial 
efficiency, based on physical output per head in the different 
industries of the three countries, involved numerous difficulties. 
These were due to the fact that individual industries, as classi- 
fied by the Censuses, each produce a group of products and 
by-products which are not identical in the different countries, 
either as regards type or quality or relative importance of 
individual types within the group. As a result, comparisons 
of physical output per head could only be made for a certain 
number of industries for which quantitative data were available, 
and the output could be reduced to homogeneity.! 

These comparisons, which are given in Table V, largely con- 
firm, however, the results obtained by comparing output per head 
on the basis of the value of output as shown in Table VI, that 
industrial efficiency—as measured in production per head—was 
roughly similar in Great Britain and Germany, while in the 
United States it was more than twice as great as in the two other 


1 For the actual methods of measurement adopted vide note to Table V. 
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TABLE V 


Physical Output per Head in Certain Manufacturing Industries 
and Mining } 


(In index numbers) 

















United 3 United 
Trade. Kingdom, Germany, States, 
1935. 1936. 1937. 
A. —— — ane Industries and Mining. 
Coal. e 100 (1936) 143 (1936) 263 (1936) 
Blast furnaces product: ¥ ‘ 7 100 115 361 
Smelting and rolling ~y iron and steel ‘ ‘ ‘ 100 114 | 168 
Iron and steel foundries 100 120 186 
Iron and steel products (wire, cutlery, jron stoves, 
tools and implements 8 2 3 100 95 (400) 
Machinery * . ‘ 8 ‘ ‘ 100 110 (280) 
Cement ‘ ; ° ° ° A ‘ 100 92 106 
Coke . ° i 5 3 : : . : 100 152 221 
Printing ink ; ‘ : ; : : “ 100 62 186 
B. Mainly saameiaiaaties Industries 
Motor cars . ‘ re . > ‘ ‘ 100 98 419 
Radio sets . . ‘ ; ‘ 7 . > 100 70 482 
Cotton spinning . " : i ‘ 100 120 120 
Cotton weaving . ° : a ; . ‘ 100 68 130 
Rayon and silk . ‘ . . ‘ . ‘ 100 132 160 
Jute trade . ° ° . ° p ‘ . 100 106 130 
Hosiery * . @ é ‘ e 3 100 92 140 
Boots 2 and shoes; ° . ’ ‘: . ; 100 110 165 
Rubber tyres ° ; ; s ‘ P 100 117 266 
Breweries. ; ‘ ; . 100 67 164 
Tobacco manufacturing ‘ ; 5 ‘i 100 30 171 
Soap e ‘ ‘ ; 5 i 100 117 279 
Margarine ‘ ‘ : ‘ : : 100 81 168 
Beet sugar manufacturing 4 ‘ ‘ ; 100 3 162 
Preserved food and vegetables . a " * 100 50 145 
Wheat milling 100 93 160 
Total (A). Mainly capital- good industries and mining : 
Unweighted average . lil 240 
Weighted with British net out tput ‘ 4 i 100 123 256 
Weigh with German net output é ‘ . 117 256 
Weighted with American net output . 7 . 116 241 
Total (B). Mainly consumption-good industries : 
Unweighted average . ‘ 88 184 
Weighted with British net output 2 100 87 217 
Weighted with German net output 79 195 
Weighted with American net output 85 211 
Grand total]. All trades covered by the oe" ai 
Unweighted average . 97 206 
Weighted with British net output ; i : 100 107 238 
Weighted with German net output = y 101 231 
Weighted with American net output . “ 5 104 229 








1 The above index numbers should be regarded as merely in the nature of rough approxima- 
tions. It must also be borne in mind that the indices relate to output per operative, without any 
corrections for man-hours, while the normal weekly man-hours showed wide divergences in the 
three countries. The average weckly hours actuaily worked in manufacturing industry in the 

ed States were 38-6 in 1937 (Statistical Abstracts, 1940, p. 336). The average weekly normal 
hours in the British Census trades amounted in 1935 to 47-2, and the average actual — 
hours in the week ended Oct. 12, 1935, to 47-8 (computed from data in the Ministry of Labow 
Gazette, 1937, P. 258). German statistics give the average daily hours in manufacturing ae od 
ay 1936 with 7°59 ae indicate about 45 average weekly hours (Wirtschaft und Statistik, 1938, 
Nr. 8). 
Sources: Data of the Censuses of Production, supplemented with other material published 
in the Statistical Abstracts for the U.K. and Statistical Abstracts for the U.S., Reports of the Secretary 
of > Statistics of the Iron and Steel Industries (British Iron and Steel Federation), Statistical 
Yearbook of the Leayue of Nations, etc. Production data for a great many industries are published 
for Germany in Statistisches Jahrbuch fuer das Deutsche Reich, 1938 (and 1936), which were 
combined with Census data on employment, etc. Further German sources used were Wirtschaft 
und Statistik, passim, and publications of the German Institute of Business Research. 

METHOD: The method followed was that of computing quantitative data of the production 
of comparable commodities (or group of commodities), and discovering the number of operatives 
produc: the respective quantities. Where the tra e@ to be compared produced more than one 
pom oeee (say coke and gas) or different types of the same commodity (shoes for men and 
women), they were converted into one homogeneous product, either on the basis of physical 
weights (as in case of steel products or tobacco products) or on the basis of their relative values 
(as in case of different kinds of shoes or motor-cars). For obvious reasons, there was no possibility 
of making allowances for qualitative differences (thus a standard American motor-car was regarded 
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countries.1 This takes no account of the wide differences in the 
number of weekly man-hours; on an output per man-hour basis, 
the superiority of the United States would be even greater. As 
regards the efficiency of labour in individual industries, Germany 
appears to be somewhat superior to this country in the capital- 
goods industries, and somewhat inferior in the consumption- 
goods industries; and similarly the superiority of the United 
States is greater in the capital-goods trades than in the con- 
sumption-goods trades. 

As between Britain and Germany, the German superiority is 
particularly marked in coal-mining and coke manufacturing, and 
also (surprisingly enough) in cotton-spinning and rayon and silk 
production. She is greatly inferior in many important food 
trades, like tobacco, preserved foods, breweries, and also in 


1 It is interesting to observe that real income per head, as shown by national 
income statistics, was not significantly greater in the United States than in 
Britain. Thus, for 1938 (for which year comparative data are available, cf. R. 
Stone, ‘‘ The National Income, etc., of America, 1929-41,’ Economic JoURNAL, 
June—September, 1942), U.S. income per head was $526, British income per head 
£98, thus the relation at the conversion rate of $4.89 to the £ was 110 per cent. 
From the point of view of cost of living (as against wholesale prices of manu- 
factured goods) the appropriate conversion rate was not the market rate of $4.89, 
but $6.53 to the £, mainly because of the much higher level of rents in the United 
States (cf. data in An International Enquiry into Costs of Living, I.L.0., Geneva, 
1931, adjusted for 1938 with the help of cost-of-living indices). On this rate 
of conversion, however, in 1938 American real income per head was only 82 per 
cent. of the British. (It should be noted that the ratios of real income per head 
for the year 1937 were only slightly more favourable for the U.S., as the higher 
per head national income was counterbalanced by less favourable conversion 
rates than in 1938.) 

The reasons for this discrepancy between the relation of industrial output 
per head and real income per head have not so far been satisfactorily accounted 
for. The apparent reasons are (a) that a smaller proportion of the U.S. popula- 
tion is engaged in manufacturing, and a smaller percentage of the total popula- 
tion is occupied, (6) that in the other constituent elements of the national income 
—i.e., agriculture, transport, housing, distribution—the productivity relation is 
not so favourable to the U.S. as in manufacturing. In particular, the fact that 
Britain obtains a considerable part of its peace-time food supply from abroad 
on favourable terms probably implies that the amount of food obtained per 
British man-hour is large relative both to the U.S. and Germany. 





as equivalent to a standard British or German motor-car). In order to arrive at the number of 
operatives employed in producing the volume of output compared, it was necessary to exclude 
operatives producing by-products not included in the comparisons or those doing repair work, 
etc. In many cases this was possible only by assuming that the net output per head within the 
same industry was the same irrespective of whether the operative was engaged in producing the 
main product, or the by-product, or was engaged in doing repair work. It is obvious, therefore, 
that much arbitrariness was involved in these calculations in almost every single case, and some 
of the indices—for reasons stated below—are highly conjectural. 
German volume data based on individual Censuses of 1929 and 1933, adjusted with the help 
of data in the 1936 Census a contains value data only), and price indices. American index 
ed on comparisons of value of net output produced per head of operatives. 
* Vide footnote 2. 
* American index partly based on comparison of the value of net output produced per head 
of operatives. 
American index partly based on comparison of the value of net output produced per head 
of operatives. 1t includes for the United States canning trades. 
Little less than half of the total net output is covered A more representative proportion 
of consumption-goods trades is covered than of capital-goods trades. 








The Value of Net Output per Head of Operatives in Britain, 
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TaBLE VI 


Germany and the United States 


(In £, and in index numbers) 
































| | 
United Kingdom, Germany, | United States, 
1935. 1936. 1937. 
Trade. == d SS Pee 
| 
| £ Index ¢ Index ¢ Index 
| si numbers. v numbers. sad numbers. 
Iron and steel | 239 100 291 122 596 249 
ngineering, motor shipbuilding 270 100 339 126 686 254 
Non-ferrous metal . | 283 100 403 142 642 227 
Chemicals | 617 100 651 106 1,145 186 
Textiles | 159 100 205 129 318 200 
Clothing | 168 100 218 130 356 212 
Leather | 287 100 270 114 417 176 
Rubber . , 312 100 341 109 575 184 
Clay and stone 238 100 195 82 588 247 
Timber |} 215 190 192 89 369 172 
Paper and printing . | 382 100 260 78 867 261 
Food, drink and tobacco . | 487 100 417 86 760 156 
Miscellaneous = 270 100 256 9 | 575 213 
Tota Ifactory trades. .| 264 100 204 | 1 | 595 225 
| 





































edb een Rm. 17.08 to the £. 
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purchasing po 
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es in the aoe table must be considered arbitrary. 


cotton weaving and hosiery. The greatest superiority of the 
United States is in the radio and motor-car industry, and in iron 
and steel products, where output per head is four times as great 
as in Britain, and in pig-iron production and machinery, where 
it is threefold. It is interesting to note that the United States 
has a superiority in each single industry covered by our sample. 
(vi) We have also compared the value of net output per head 
for the different industrial groups in the three countries (in 
On the basis of the conversion rates given on pp. 42-43 
above, the results were not significantly different (with the ex- 
ception of textile trades) trom those obtained from the com- 
The comparison shows a German 
superiority (as compared with Britain) in metal trades, textile 
trades and chemicals, while Britain is superior in clay and timber 
trades, paper trades and food trades. 
shows a superiority in all big branches of manufacturing, and this 
superiority appears to be most conspicuous in the heavy industries. 


Table VI). 


parison of physical output. 


Note.—Computed from Censuses of Production data. Rates of conversion used were $4.94 
It must be emphasised that the conversion rates were chosen 
nd to relative purchasing power in terms of commodities in general, and not (or not 
y) in terms of the products of the individual industrial grou 


parity in terms of these individual groups would yield. different results, the 


The United States still 









To the extent the 












(vii) It is interesting to note that the variations of the values 
of output per head as between one industry and the other are also 
rather similar in the three countries. The value of output per head 
is round the average in metal trades, it is much above the average 
in chemicals and food trades, and below the average in textile and 


clothing trades, timber trades and clay and stones. 
and paper and printing industries show relatively higher produc- 
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tivity (in comparison with average productivity) in the United 
States than in the other countries. (Too much significance must 
not, however, be attributed to these variations in the value of the 
output per head between the different industries, as they may 
be merely reflections of the influences which cause corresponding 
variations in the share of wages and the share of profits.) 


D. Long-Term Changes in Productivity (Table VII) 

(viii) The long-term trend in productivity—as measured by 
relating indices of physical production to indices of employment 
TaBLeE VII 
Long-term Changes in Productivity in Manufacturing Industry in 


Britain, Germany and the United States 
(In index numbers, 1929 = 100) 











United Kingdom. Germany. 
Produc- = - Output Produc- | Employ- Output 
tion. ment. per head. tion. ment. per head. 
(1) (2) (1) : (2) (3) (4) (3) : (4) 
1929 . : ‘ . 100 100 100 100 100 100 
‘ 7 : - 92 93 99 78 87 90 
1931 82 85 97 72 72 100 
1932 83 84 98 58 60 98 
1933 90 88 103 65 66 
1934 102 92 lll 85 84 102 
1935 109 94 117 97 92 106 
119 99 120 110 101 109 
1937 126 105 120 122 111 110 
1938 113 102 111 133 117 113 














United States. 











Production. Employment. Output per head. 
a. b. a. b. a. b. 
(4) (5) (6) (7) (4) : (6) (5) : (7) 
1929 . ° ° ‘ 100 100 100 100 100 100 
1930 . ° ° ° _ 83 _ 87 _— 95 
1931 . * é é 66 67 74 74 90 91 
1932 . ‘i ; _ 52 _— 63 _ 83 
1933. ‘ ‘ ‘ 62 62 69 69 90 89 
1934 . . . ‘ —_ 67 _ 81 —_ 83 
1935. ° > ‘ 75 78 86 86 87 91 
19386. ‘ 4 ; _ 95 — 23 -- 101 
1937. i J J 97 103 102 103 95 100 
1938. ‘ ‘ ‘ _ 79 _ 85 -- 94 
1939 . ‘ ‘ ‘ _ 98 _ 91 _— 108 























a. Censuses of Manufactures indices. 
es b. Federal Reserve Board indices of production and employment. 

URCES : 

BRITAIN. Production. L. and C.E.S. Annual Inder. It excludes building and ame. 
This series follows very closely the indices based on Census results for the Census y 
Employment indices, constructed by R. a. = one basis of le eK statistics showias{ for 
unemployment. Both series quoted from 8 R., and W. M.: “Indices of Industrial 
Output ’” (ECONOMIC JOURNAL, 1939, p. 477). raals changed to 1929 = 100. 

GERMANY. For 1933-38 indices of industrial production computed by the Office of Pla 
for War Economy. For previous years indices of production of the German Institute o 
Business Research. The former index based on indices of 153 special trades shows greater 
increase than other German indices of production relating to the same years (vide Die deutsche 
Industrie, op. cit., p. 39, and Weekly Reports of the German Institute of Business Research, 
passim). pro indices were computed on basis of data in Wirtschaft und Statisti ik, 
1938, Nr. 8, and 1939, N: 

UNITED STATES. Compiled Bias data given in the Statistical Abstracts of the United States, 
1940, pp. 803, 804 and 


No. 209.—vot. Lit. E 
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in the period 1929-39—shows the greatest increase in Britain, a 
much smaller, though steady increase in Germany, while it was 
stationary (until 1939) in the United States. British productivity 
increased almost 20 per cent. between 1929 and 1936 (the peak 
year of the period covered; there was a decline in 1938). Ger- 
man productivity increased only 13 per cent. between 1929 and 
1938. American productivity was throughout the period 1929-38, 
around or below the 1929 level—owing to low utilisation of 
capacity; the increase in productivity only began in 1939, when 
it increased by almost 20 per cent. in a single year and stood 
8 per cent. above the 1929 level. This comparison is based on 
output per person employed, and does not take into account 
changes in man-hours. If the calculations were made in terms of 
output per man-hour (rather than-output per employee) the 
trend would probably appear less favourable to Germany and 
more favourable to the United States. 


E. Composition of Labour Force (Tables VIII, IX) 


(ix) The relation of administrative, clerical and technical 
staff to the operatives employed is fairly similar in the three 
countries: 15 to 17 salaried employees per 100 operatives.! It 
is the highest in Germany (17-2), and the lowest in Britain (15). 
In Germany out of 17-2 salaried employees per 100 operatives, 
9-5 are clerical workers, 5-2 technical employees and 2-5 working 
proprietors or helping family members. 

Variations in the ratio of salaried employees to operatives 
from one industry to another are very great in all three countries 
(as can be seen in Table IX). Broadly speaking, the deviations 
from the average follow similar tendencies. Rather more than 
the average number of salaried employees per 100 operatives are 
employed in trades like chemicals, printing and breweries, less 
than the average is employed in industries like iron and steel, 
and hosiery. It is significant that the ratio is high in most of 
the industries where the share of wages in net output is low; 
furthermore, in these industries in Great Britain it is not only 
higher relatively to other British trades, but also to the similar 
trades of the other two countries. (Tobacco trades of Britain 
are a significant example.) 

(x) Female labour has a greater importance in the manufac- 
turing production of Britain than in Germany, and it is of smallest 


1 These data refer to persons directly employed in manufacturing trades, 
and do not allow for those whose living is indirectly dependent on manufacturing, 
such as lawyers, accountants, advertising agents, etc. The relative importance 
of these indirect employees of manufacturing is the highest in the U.S. 
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TaBLe VIII 


Composition of Labour Force in Manufacturing Industry 
(A) Persons Employed * 











United Kingdom, Germany, United States, 
1935. 1936. 1935. 1937. 
| 
| Thou- Per Thou- Per Thou- Per Thou- Per 
sands. cent. sands. cent. sands, cent. sands. cent. 
Operatives 
Males. - | 2,801-2 62-5 3,688-0 72-1 


Females - | 1,680-7 37-5 1,429-°9 27-9 
Total . | 4,481-9 100-0 5,117-9 100-0 7,203°8 100-0 8,569-2 100-0 


Administrative, Technical and Clerical Staff 


Males . . 463-0 68-5 684-7 77-6 
Females ° 212-7 315 198-2 22-4 


Total . 675-7 100-0 882-9 | 100-0 1,058-5*| 100-0 1,217-2*| 100-0 








Total Staff 
Males . . | 3,264-2 63-3 4,372-7 72-9 
Females - | 1,893-4 36-7 1,628-0 27-1 





Grand total | 5,157-6 100-0 6,000-7 | 100-0 | 8,262-3*| 100-0 9,786-4*| 100-0 
































1 SoURCE: Censuses of Production (vide notes to Tables I and II). 

* Excludes some 122,000 persons employed by central administrative offices, in 1937. No 
similar data are available for previous years (vide Biennial Census of Manufactures, 1937). 

* Excludes persons employed by central administrative offices. 


TaBLE IX 
Composition of Labour Force in Manufacturing Industry 


(B) Administrative, Technical and Clerical Staff per 100 Operatives in Selected Trades * 











United , United 
Trade. Kingdom, Comers ° States,* 
1935. “ 1935. 
Iron and steel (blast furnaces, smelting and 
To Bs ‘ ; ; ‘ Z 9-9 9-7 8-3 
Motor and cycle . 15-2 15°5 9-6 
Chemicals . ‘ A 30-4 26-7 18-6 
Scientific instruments . 17:8 22-8 31-6 
Hosiery P . 9-2 13-6 6-6 
Tailoring . . 12-0 23-4 9-8 
Boots and shoes . 7-3 13-2 7-0 
Breweries . ‘ 26-8 28-8 21:7 
Tol 20-0 8-0 5-6 
Total factory trades . . . ° 15-0 (1935) 17-2 (1936) 14-7 (1935) 
14-2 (1937) * 
15-6 (1937) * 














+ Compiled from data of the Censuses of Production. 
* Excluding persons employed by central administrative offices. 
* Including persons employed by central administrative offices. 


importance in the United States. In Britain 63 per cent. of all 
persons employed are males, in Germany 73 per cent., and in 
the United States (in 1929, the last year for which such data 
are available) 78 per cent. This is rather surprising, since Ger- 
many has a relatively larger female population, and a greater 
proportion of its female population of 10 years or over is occupied 
than in Britain (two-fifths in Germany and less than one-third 
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in Britain).!_ The female population is relatively smallest in the 
United States, and little more than one-fifth is gainfully occupied. 

The importance of female labour is greater in the consump- 
tion-goods industries (49-5 per cent. in Germany and round 
56 per cent. in Britain) than in the capital-goods industries 
(8-9 per cent. in Germany and round 18 per cent. in Britain). 
There was no important change in the proportion of female 
labour in Germany in later years, since in 1938 the percentages 
were 50-3 per cent. and 9-5 per cent. for consumption-goods and 
capital-goods industries respectively, while it was round 28-5 per 
cent. for the industry as a whole. 

The individual trades where female operatives are predominant 
are the same in the three countries; they are industries where 
mechanisation is well developed (some branches of electrical 
engineering, tobacco, cutlery), trades requiring special female 
skill (clothing), trades producing for mass consumption and liable 
to fluctuations of fashion (cosmetics, toys, paper goods, etc.) 


F. Distribution of Income in Manufacturing (Table X) 


(xi) If we select the ratio of wages in the value of net output 
as the most representative single index relating to the distribu- 
tion of income in manufacturing, the outstanding fact is that this 
ratio is much lower in Germany than in the two other countries, 
and that it is the highest in the United Kingdom. 

Since the structure of manufacturing industry—the proportion 
of net output represented by different industries—is very similar 
in the different countries (as shown in Section B), these differ- 
ences are not due to the different importance of individual indus- 
tries. This can be seen by calculating the shares of wages on a 
standardised basis—i.e., weighting industries according to their 
importance in the United Kingdom (in 1935) : 





Share of wages in net output 
Factory Trades. 
Percentages. 








U.K., 1935 . 
Germany, 1936 
U.S.A., 1935 

» 1937 











A = original ratios. 
B = ratios on a standardised basis. 





1 The explanation must be that there is a larger proportion of women workers 
in German agriculture. 











PRIL 


| the 
ied. 
imp- 
yund 
tries 
ain). 
male 
ages 

and 
> per 


nant 
yhere 
trical 
male 
liable 


) 


at put 
ribu- 
t this 
tries, 


yrtion 
imilar 
liffer- 
ndus- 
;on a 

their 





workers 












1943] PRODUCTIVITY IN BRITAIN, GERMANY AND U.S. 53 


TABLE X 


The Share of Wages in the Value of Net Output in Britain, 
Germany and the United States 4 




















; , . United 
United Kingdom. Germany. States, 
a. b. a. | b2 a. 
Percentages. 
192 — —_ _ _— 41:3 
1924 } 45-3 52-1 _— oo = 
1925 | _ —_ _ —_ 38-8 
1927 — _ _ 38-3 
1929 — _ — 38-2 35°5 
19380 | 45-4 50-6 — == “a 
1931 — — _ ise 36-0 
1932 | — -—— — 30-1 ae 
1933 _ — _ 32-5 35-3 
1934 _— — — 32-0 -_ 
1935 44:3 48:7 — 31-2 39-4 
1936 _— _ 32-0 30-6 — 
1937. ‘ ‘ ‘ _ _— _ 30-5 40-2 
1938 . : 2 . (43-3) (47-6) ¢ _ 31-0 —_ 














a = factory trades. 

6 = all manufacturing trades, including mining, building and contracting, and—for Germany— 
also public utilities. 

¢ = factory trades, and coal-mining (excluding other mining and building). 


1 SOURCES : 

BRITAIN. Figures for 1924, 1930 and 1935 based on data in the Final Reports of the Censuses 
of Production. The figures for 1938 were estimated on the basis of indices of output, prices, 
earnings and employment. Net output in 1935 was projected for 1938 on basis of changes 
in physical output and prices while wages bill in 1935 was projected for 1938 on basis of 
changes in average earnings and employment in factory Senden. The following indices were 

used: the L. and C.E.S. Index of Output (excluding agriculture, mining and building) 
(Bulletin, 1939). Index of employment in manufacturing quoted from Internati Labour 
Yearbook, 1939, p. 36. Wholesale price indices of “ industrial materials and manu- 
factares (excluding coal), Board of Trade Journal, 1939. Data of the Ministry of Labour 
earnings enquiry for 1935 and 1938 (Ministry of Labour Gazette, 1937 and 1940). The share 
of wages in coal-mining was calculated directly from the detailed data of output, costs and 
wages given in the Report A ~ Secretary for Mines for 1938. No calculation was yo ys 
for building trades, owing to the lack of reliable price data. The figures for 1938 should be 
regarded as approximations, pam Be mainly to the imperfection of indices of production, and 
to the use of a price index, which includes many raw material prices. As the changes in the 
prices of manufactures from 1935 to 1938 were greater than the changes in the prices of 
“ industrial materials and manufactures *’ (which latter index we used), we probably rather 
under-estimated the value of net output in 1938 and thus over-estimated the share of wages. 

GERMANY. For 1936 Census of Production data (Die deutsche Industrie, 1939). Salaries were 
deducted from combined wages and salary bills by multiplying the number of salaried 
employees with average salaries in 1936, as computed by Wi ft und Statistik on basis 
of insurance statistics (1938, Nr. 8, and 1939, Nr. 8). Since employees with salaries over 
Rm. 700 are not insured, and salaries in manufacturing industry are higher than salaries in 
pace. wages bills are over-estimated, and hence the share of wages should be less than 

. For the other years the share of wages was estimated in the following manner 

For 1933-38 net output was computed in Die deutsche Industrie, 1939, by adjusting 1936 
net output with the hel Ip of p tion and wholesale price indices. For 1928-34 an inde- 
pendent estimate of net output is given (in Konjunkturstatistisches Handbuch, 1936, -: 46), 
which is almost identical with the former estimate, for the years covered by both. ages- 
bil ta in manufacturing industry are given in Wirtschaft und Statistik (1938, Nr. 8, and 
1939, Nr. 8). We adjusted net output data to include depreciation, and wages-bill data to 
correspond to Census employment data. 

UNITED STATES. Computed from data given in the Statistical Abstracts of the United States, 
1940, p. 842. The comparability of the series is affected by two factors : (a) cost of contract 
works is not deducted from the value of net output prior to 1935, and (6) tobacco duties are 
(probably) not deducted from the value of the net output prior to 1931. By making adjust- 
ments, the share of wages would increase on both accounts (with some 0-7 per cent. and 
0-5 per cent. respectively). If we make these adjustments, the results are probably as 





follows : 
1923 42°5 1931 . . - 36-7 
925 40-0 1933. ‘ 36-0 
1927 . . - 39°5 1935 . ° 39-4 
1929 . 2 37-0 1937 40-2 


* As the data indicate, the share of wages in non-factory trades (especially in building) is 


* relatively low in Germany, therefore the share of wages is higher for factory trades than for all 


manufacturing trades. In Britain the share of wages in non-factory trades is relatively high, 
and therefore the share of wages is lower in factory trades than in all manufacturing trades. 
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In all three countries there are very considerable variations 
as between individual industries, but these variations correspond 
fairly closely with one another in the factory trades of the different 
countries; whenever the share of wages is relatively high or low 
in Britain it is also high or low in the corresponding individual 
factory trades of the two other countries. (In non-factory trades 
such as building, this is not the case.) Taking broad industrial 
groups, the share of wages in the value of the net output is 
relatively low in the chemical and food trades, and it is relatively 
high in the heavy industries and textiles. 



























G. Long-term Changes in the Distribution of Income in Manu- 
facturing (Table X) 


(xii) The long-term changes in distribution of income show a 
slow but steady decline in the share of wages in Britain, a sharp 
fall in Germany at the bottom of the depression, where it was 
maintained at this low level ever since. There is a rising tendency 
in the United States since 1933. Thus while in the “ pluto- 
cratic ’”’ United States the share of wages remained fairly steady 
between 1929 and 1933 (being 35-5 and 35-3 per cent. respectively) 
and has increased considerably since (being 40-2 per cent. in 1937), 
in National Socialist Germany it remained at the extraordinary 
low level of 31-32 per cent., to which it was driven from the 
38-2 per cent. of the year 1929.1 In Great Britain the corre- 
sponding figure for 1935 was 48-7 per cent.? 

The results of the German Census of Production also show 
that the ratio of the profit margins to prime costs in sales pro- 
ceeds—a significant index of the ‘‘ degree of monopoly ”—is 
higher in German industry, as a whole, and in all branches 
taken separately, than in either of the other two countries. This 
ratio is the lowest in the United Kingdom. 









L. Rostas 





The National Institute of Economic 
and Social Research. 


1 For the derivation of the German figures for various years cf. note to Table X 

* According to Table III, the value of output per head in the U.S. in 1935 

was 199 per cent. of Britain, while the percentage of wages in net output was 

89 per cent. of the British figure, as shown in Table X. This would imply that 

American industrial earnings, when converted dollars to the £ at the rate of 4.90, 

ought to be 177 per cent. of British industrial earnings. Now, according to 

Bureau of Labour and Ministry of Labour statistics (the latter adjusted to cover 

Census trades only), average industrial earnings in 1935 were 20.85 dollars and 

46s. 2d. respectively—i.e., an earnings ratio of 184: 100, when converted at 4.90 

dollars to the £. The fairly close correspondence of these figures does not prove, 
of course, that the conversion rate of 4.90 dollars to the £ was the correct one; - 

‘ but it shows that the figures for productivity and distribution are consistent with 
one another. 
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BOWLEY’S STUDIES IN NATIONAL INCOME 


Studies in the National Income, 1924-38. Edited by A. L. BowLey, 
Se.D. (Cambridge University Press. 1942. Pp. ix + 255. 
15s.) 


Wir the publication of the two White Papers on National 
Income and Expenditure a new epoch in the national income 
statistics of this country has been started. In future, it is to be 
hoped, estimates of the national income will no longer be the result 
of the initiative and ingenuity of the individual research worker, 
but rather the outcome of the routine workings of a central 
statistical office. Each period of development has its own proper 
heroes. What better representative could there be of the peculiar 
combination of qualities required in a pioneer statistician—his 
judgement, his boldness, where required, and his cautious meticu- 
lousness where possible—than the author of this book? Indeed, 
it is not to be expected that as far as the accuracy of estimates of 
the total national income is concerned, progress will be at all 
rapid. For that the pioneers have done their work much too 
well. Where the present generation of statisticians can hope for 
improvement is perhaps in greater systematisation of the work, 
a closer linking of economic reasoning and statistical procedure. 
And certainly we can hope to be more fortunate than our pre- 
decessors in the greater wealth of our sources of material. It is 
perhaps not too much to hope that the official publication of 
national income statistics will impart a powerful stimulus to 
public research on all the various aspects of national income and 
outlay, and that the fruits of this research will not be hoarded in 
public places, but put into circulation. 

Studies in the National Income, though a co-operative effort, 
bears very clearly the imprint of the Director of the Investigation. 
Chapter II, the key chapter, owes much to the work of Mr. Campion 
and Miss Marley, who contributed an independent investigation 
on the distribution of income from salaries in 1938 and the change 
in rates of salary from 1924 to 1939, and to Mr. H. 8. Booker, on 
whose research the main table on earnings is based. Chapter I, 
on definitions, is due to Dr. M. T. Elsas. As I shall not have any 
opportunity to deal with this chapter later, I should like to say 
here that it is staggering in the comprehensiveness of its treatment 
and invaluable as a sort of dictionary of the single term national 
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income. Chapter III is the work of Dr. A. Neumann, so far as 
the main tables are concerned. 

In more than one way the Studies mark a new departure in 
Professor Bowley’s work. In spite of the modest disclaimer, “‘ the 
treatment in Chapters II and III follows conventional lines,” the 
weight of emphasis in these chapters differs perceptibly from even 
so recent a work as Wages and Income in the United Kingdom since 
1860. ‘The traditional Bowley method relies on the Census of 
Population as a directory of the population. Every person 
shown in the Census as occupied must either be unemployed or a 
wage-earner, a salary-earner, an employer or working on his own 
account. The total occupied and employed population falls 
into two classes : income-tax payers and others. Others largely 
overlap with wage-earners. There is, however, an intermediate 
class consisting of the lower salariat, small employers, farmers and 
independent workers who are below the income-tax exemption 
limit. On the other hand, not all income-tax payers are occupied, 
nor is the number of assessments identical with the number of 
taxpayers. There is no need for me to follow the process further. 
The point I should like to make is the crucial importance of the 
Census of Population within this scheme of things. As long as the 
Census of Population total is correct, it does not matter very much 
whether we are able to put every income-earner into his appro- 
priate box, or whether we put some wage-earners into the inter- 
mediate class and some persons who are really above tax-exemption 
limit into the intermediate class. 

It is from this position of unique importance that Mr. Colin 
Clark tries to displace the Census. He in fact advocates a com- 
bined use of the Census and the Social Insurance Statistics. By 
an ingenious use of Health Insurance Statistics and Unemployment 
Insurance Statistics, combined with the Statistics of the Scottish 
Census of Population, he establishes that the Census of Population 
tends to regard workers as occupied who have been unemployed 
for such a long time as to “drop out” of the social insurance 
schemes altogether. If therefore we apply to the Census data of 
persons occupied the percentage of insured persons employed, we 
tend to over-estimate employment. My. Colin Clark thinks that 
the over-estimate amounted to about 350,000 men and women in 
1931. His actual figure is based on a large number of guesses and 
need not be pressed. But the point of qualitative importance 
that emerges from his work is that the Census of Population cannot 
be trusted implicitly, and that valuable information may be 
gained by using it in conjunction with Social Insurance Statistics. 
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Hitherto it was not easy to form a clear view of the position taken 
up by Professor Bowley on this issue. The Studies make the 
position much clearer. Professor Bowley, in the first place, 
stresses the quantitative unimportance of the issue, and points to 
the amount of guess-work inevitably involved in trying to recon- 
cile the Census data with the Social Insurance Statistics. How- 
ever, he is much too much alive to the importance of establishing 
the same statistical estimate by alternative routes to leave it at 
that. In his Table A, therefore, he makes the very welcome 
attempt to reconcile the Census of Population Statistics with 
Unemployment Insurance Statistics. However, I am afraid 
Professor Bowley has not pushed the adjustment for differences in 
administrative procedure sufficiently far to arrive at conclusive 
results. In one way this is a great pity; for Professor Bowley 
was in a rather better position than Mr. Clark, in that he possessed 
better data for salaries exceeding £250. Nevertheless, if Table 
A presents a lost opportunity, it also reflects a new departure, 
and one which, in consequence of the extension of the insurance 
schemes during the war, will become still more fruitful in future. 
The next departure from tradition I seem to detect is the 
more important place accorded to the Census of Production in the 
general scheme of things. Pages 127-34 are devoted to Sir A. 
Flux’s estimate of the national output in 1924. The difficulties 
in the way of estimates of national output are well known. Even 
in Census of Production years we can cover only about half the 
national output adequately. For the other half of output we 
have to rely on a variety of sources: statistics of retail margins, 
returns of the Ministry of Transport, statistics of the Ministry 
of Health and the income-tax authorities on houses, etc. Even 
though these data are of somewhat uneven value, the attempt to 
estimate national income along this alternative route is well worth 
making. No attempt is made to rework Sir A. Flux’s estimate or 
repeat it for 1930, 1933, 1934, 1935. However, it is shown that 
the 1924 estimate of the national income does not differ appreciably 
from Professor Bowley’s estimate after some adjustments have 
been made to secure comparability. Actually the agreement is 
rather better than is shown. The totals as adjusted are not 
exactly on the same footing. The Flux total includes all transfers, 
whereas Professor Bowley’s total excludes about £150 million of 
transfers.1_ A considerable proportion of rates is included in the 
Flux total and excluded by Professor Bowley. After the required 


1 The same discrepancy arises in the comparison of the Feavearyear total and 
the Bowley total on page 134. 
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adjustments have been made, there is hardly any difference 
between the two totals. In view of the uncertainty of many 
estimates of Sir A. Flux, this must of course in part be ascribed to 
chance. 

Much of the rest of Chapter ITI is taken up with a very instruc- 
tive discussion of indices of gross output and net output derived 
from the Census of Production. Apart from fundamental diffi- 
culties of interpretation, two technical difficulties arise. The first is 
that quantity data are not available for all products and we are 
forced to interpolate. Two methods of interpolation are discussed. 
One, adopted by Dr. Rhodes, assumes the unknown increase in 
quantity to be in the same proportion as the known increase of other 
products in the same industry group. The other, adopted by 
Mr. Devons, assumes that the unknown change in average price 
is in the same proportion as the known change in price of other 
products. A third alternative, where data are available, would be 
to use employment data in conjunction with estimates of the in- 
crease in the productivity of labour derived from similar products. 

The second difficulty is more specifically connected with the 
construction of an index of net output, though it is by no means 
absent in the construction of an index of gross output. Professor 
Bowley assumes, is forced to assume, that net output in each 
industry increases in proportion to gross output. If there is a 
tendency throughout industry to produce more highly manu- 
factured products, net output will increase in a larger proportion 
than gross output. At the same time, the usual index of gross 
output would probably under-estimate the true increase in gross 
output, owing to the coarseness of the specification of industrial 
products in the Census. A product may bear the same name at 
two dates and yet have changed considerably. 

Chapter IV is in many ways the most interesting, and certainly 
the most “revolutionary.” The usual method of estimating 
“ real income ” proceeds indirectly. It approaches the change in 
the quantity of goods consumed and invested by first calculating 
the change in money income and then deflating that change by 
an appropriate price index. Professor Bowley suggests a more 
direct approach. He proposes to estimate the proportionate 
change in output directly and to use values merely as weights. 
From the point of view of the theoretical economist there is little 
to choose between these alternative procedures. From a practical 
point of view Professor Bowley’s method, as Sir A. Flux’s, 
suffers from the scantiness of output data for about one half of 
the national output. Professor Bowley is therefore forced to fall 
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back on an index of employment for a large proportion of this 
second half of output. He further assumes that productivity per 
head is constant. 

This assumption may have appeared plausible to Professor 
Bowley, for clearly there was not progress in efficiency of the 
same type as in industry. However that may be, we are faced 
with the difficulty that whilst output of industry and agriculture 
increased by 29 per cent. in the period 1924-35, the output of 
services increased by 10 per cent. only. I call it a difficulty 
because about one-half of these services is engaged in transporting 
and distributing the products of industry and agriculture. The 
discrepancy becomes greater still if we consider the quantity of 
industrial and agricultural products consumed in the United 
Kingdom. Consumption increased by 41 per cent. over the period 
1924-35. Unless output shifted from goods requiring much 
distribution to goods requiring little distribution, it appears 
reasonable to assume that one half of distribution increased by 
29-41 per cent.” 1 Roughly one-eighth of all services consists of 
passenger transport. For this eighth we can rely on the returns 
of the Ministry of Transport and on two articles by Dr. K. G. 
Fenelon in the Journal of the Royal Statistical Society of 1933 and 
1935. On this basis I estimate that passenger transport increased 
slightly over the period concerned; but for present purposes I 
shall assume it remained constant.2 Domestic service accounts, 
roughly speaking, for a further eighth of all services. Using 
Census of Population data for the period 1921-31 and assuming 
output proportional to employment, I estimate that this type of 
services increased by 20 per cent. About a further eighth of all 
services is covered by the employment statistics of the Ministry 
of Labour Gazette under the heading “ Miscellaneous Services.” 
Taking output again proportionate to employment, I obtain an 
increase in output of about 48 per cent. For the last eighth I can 
offer nothing except a general impression—based on the character 
of the services—that output increased. I therefore assume an 
increase in output between the minimum and maximum observed, 
and obtain the final result that we shall have to add something 
between 5 per cent. and 10 per cent. to Professor Bowley’s estimate 


of the real income of 1935. 
E. RoTHBARTH 
Cambridge. 


1 The above argument is reinforced, if account is taken of the tendency towards 
greater elaborateness in distribution. 

* For the services engaged in transport Professor Bowley’s assumption of 
constant productivity clearly breaks down. 














ON INCOME AND EXPENDITURE IN 
THE UNITED STATES 


TWO STUDIES 


WE in England owe much to the National Bureau of Economic 
Research for its achievements in the field of realistic economics. 
Our debt is twofold: for we have profited not only by the 
excellence of its enquiries but also by the stimulus its work has 
given to empirical studies in this country. In the field of national 
income in particular, it has always been a pioneer in organised 
research, and at this time, when national income problems are 
widely discussed on both sides of the Atlantic, it is a pleasure 
to welcome two notable contributions from the National Bureau. 
The culminating volumes of Dr. Kuznets’ investigation } have 
been awaited with high expectations which they have amply 
fulfilled, and the first volume of Mr. Barger’s projected study ? 
justifies equally high expectations for the future. 


I 


Dr. Kuznets’ two volumes are the outcome of the researches 
into the national income of the United States of America 
which he has been conducting for many years. The preliminary 
results and the more final presentation of parts of the work will 
be familiar to most readers of the Economic JournaL from the 
many books and papers in which they have been set out. Dr. 
Kuznets is to be congratulated on this immense undertaking, 
which has put all students of national income and indeed economics 
in his debt. 

The work is mainly concerned with the national income, 
output and expenditure of the United States in the years 1919-38. 
In addition to the final figures, which are set forth in what might 
be regarded as superabundant detail there are lengthy sections 
which deal with definitions, statistical procedures and sources, 
comparisons with other estimates and the reliability of the 
numerical results. 

It is of interest to compare Dr. Kuznets’ treatment with that 
adopted by the Department of Commerce, whose estimates in a 


1 National Income and its Composition, 1919-38. By Simon Kuznets. (New 
York: N.B.E.R. 1941. Pp. xxx + 929. 2 Vols. U.S. $5.00.) 

2 Outlay and Income in the United States, 1921-38. By Harold Barger. 
(New York: N.B.E.R. 1942. Pp. xxvii + 391. U.S. $2.50.) 
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more elaborate form than hitherto have recently been appearing 
in the Survey of Current Business, and, in a broad way, with the 
official estimates of this country. 

The relation between the three sets of figures is as follows. 
The data relate to 1938. 


U.S. $000,000,000. 











(1) a income (Kuznets) . ‘ ‘ rc . . 65-5 
Less— 
(2) ——— rents . — 14 
(3) Relief payments — 05 
(4) Difference in coverage of other employ ees’ compensation . — 03 
(5) Government savings ‘ 0-2 
_ (6) Adjustment for gains on inv entory holdings ‘ — |l 
(7) Adjustment of depreciation item . 0-5 
(8) Residual difference : 0-7 
(9) Rounding-off error — 01 
(10) National income ®. of C., June re 63-5 
(11) Revision . 0-7 
(12) National income (D. of C., May 1942) 64-2 
Plus— 
(13) Imputed rents ° 1-4 
(14) Corporation income and excess profits taxes ‘ 1-2 
(15) Inventory revaluation adjustment 0-9 
88— 
(16) Social security contributions of a ala ers — 12 
(17) Federal debt interest . — 09 
(18) National income — J., Nos. 206-7, * P- 162; item 12 
less item 6) . , L 65-6 





Items (2) to (7) above show the accountable sources of differ- 
ence arising either from definition or measurement between Dr. 
Kuznets’ estimates and those of the Department of Commerce. 
Item (2) shows that Dr. Kuznets includes, while the Department 
of Commerce excludes, imputed rents on houses. On this point 
Dr. Kuznets’ procedure seems the better one, since it is not easy 
to see why the contribution of the services of houses to the national 
income should be affected by whether they are owned by their 
occupiers or by someone else. On item (3), relief payments, the 
Department of Commerce seems to me to adopt the better pro- 
cedure, since, in-so-far as these are paid out without any service 
being rendered in return, they form no part of factor incomes, 
though they do, of course, enter into the disposable income of 
individuals. Item (5), which is not usually as unimportant as it 
was in 1938, is also one on which I disagree with Dr. Kuznets’ 
treatment. I shall discuss the question further below. On item 
(6), Dr. Kuznets’ procedure (of including this item) seems to me 
desirable, since its omission involves investment on the expendi- 
ture side of the account being treated as the increment in the 
value of stocks rather than the value of the physical increment. 
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Items (13) and (15) merely reinstate items (2) and (6). Items 
(6) and (15) are not numerically the same, (6) being Mr. Kuznets’ 
figure and (15) the estimate of the Department of Commerce. 

The treatment of item (14) is a matter on which I differ from 
both Dr. Kuznets and the Department .of Commerce. The 
American procedure involves corporation income and excess 
profits taxes, despite their name and nature, being regarded as 
payments from business expenses, and not from income. As a 
result, the contribution of capital and enterprise to the value of 
output is, to my mind, arbitrarily reduced, in a way moreover 
which is particularly important where excess profits taxes are 
very high. Dr. Kuznets, on the other hand, regards these taxes 
as production expenses, and would presumably be prepared, 
therefore, to deduct them from the market value of final expendi- 
ture so as to get expenditure at factor cost. 

Items (16) and (17) are more debateable. As regards debt 
interest, the position seems to me to be this. In so far as debt 
interest is being paid in respect of money used to set up pro- 
ductive capital, it should appear in the value of the current 
output of this capital, and not be excluded simply because it is 
kept separate in the public accounts. The position is different in 
other cases. If national debt interest is unrestrictedly included 
in income, then, although exactly the same productive activities 
are going on, the national income will be different according as 
the Government has financed its expenditure not only now but 
also in the past from taxes or loans. Again, the national income 
of this country in, say, 1938, would have been affected by whether 
or not there had been a capital levy after the last war, even 
assuming that current activity in 1938 had been unaffected by 
such a levy. As regards item (16), social security contributions 
of employers can always be treated as in effect an addition to the 
income of employees out of which a direct tax equal to the 
contribution is paid. 

It will be noticed that I have not included in the group (13) to 
(15) ‘‘ capital outlays charged to current expense,” since, as I 
now understand the matter, these are best not regarded as part 
of income. 

I shall return to Dr. Kuznets’ treatment of the net savings of 
Government. Although numerically a trivial matter in the United 
States in 1938, the treatment adopted indicates a different attitude 
to Government economic activity from that shown by many other 
wniters. The effective difference, moreover, becomes greater in 
other parts of the work, such as the estimation of savings, where 
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individuals’ savings are obtained by difference, and also at other 
times, and especially in war-time. Dr. Kuznets states that he 
proposes to value Government goods and services at their market 
value—i.e., at the prices paid by consumers. These prices, it 
turns out, are represented by taxes, fees, and the like. Govern- 
ment goods and services valued at cost, on the other hand, are 
equal to Government expenditure on these goods and services. 
Thus for a very simple economy we have 


(a) Taxes. (d) Expenditure on goods and services. 
(b) Fees. (e) Savings. 





(c) Total income of public authorities. (f) Expenditure plus savings of public 
authorities. 





According to Dr. Kuznets, Government goods and services at 
market prices are equal to (c), while at cost they are equal to (d). 
Accordingly, since goods and services are to be valued at market 
prices, Dr. Kuznets adds (e) to income, since the sum of the 
remunerations of the producers included in the factor incomes is 
only equal to (d). (e), says Dr. Kuznets, is analogous to the 
undistributed profits of businesses which represent the excess of 
net earnings over payments of rent, interest, salaries, wages and 
dividends. 

This, I think, is a thoroughly inconvenient way of looking at 
the matter. It is, in effect, representing the Government as 
selling services such as administration and defence in return for 
taxes, fees and the like, and making a profit equal to the budget 
surplus or a loss equal to the budget deficit. It is surely not 
reasonable to say that at the present time the British and 
American Governments, for example, are carrying on the business 
of selling defence services in such a monstrously unbusiness-like 
way that they are incurring thumping commercial losses. 

There is always an arbitrary element in this aspect of public 
expenditure. Thus, suppose that the Government buys milk 
and sells it at half price to school-children. Then it may either 
be said (a) that the Government and the public each spend a sum 
equal to half the value of the milk, and that these sums will appear 
in their respective expenditures on goods and services, or (b) that 
the public buys the milk at half its factor cost, but that a subsidy 
is given equal to the other half, or (c) that the milk is to be valued 
at half its factor cost only, while the remaining cost is offset by a 
trading loss incurred by the Government. 

Even in peace-time (c) is by no means the common category, 
since the Government’s transactions are not necessarily, or even 
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usually, commercial in character. For example, grants in respect 
of education can hardly be regarded as losses where they are not 
recouped in fees. But Dr. Kuznets’ method treats the net deficit 
on all Government transactions as a trading loss. 

Once one gets away from the idea that the Government’s deficit 
represents a trading loss, it is natural to regard the Govern- 
ment’s expenditure on goods and services as being in fact at 
market prices. If the Government buys pencils, it buys them at 
market prices, though it may get special terms because of the size 
and constancy ofits order. Again, in so far as it hires the services 
of civil servants, it does so at market prices. The case is analogous 
to the hiring of final services by the private sector of the economy. 
Nobody, I think, wants to say that the remuneration of domestic 
servants is valued at cost, and that to get it at market prices 
we must add on some imputed profit which is equal to the excess 
of the family’s income over its expenditure. 

There is another point in connection with the simplified public 
authority account set out above. It would seem natural to regard 
goods and services bought by the public from the Government for 
fees as expenditure by the public. If so, the purchases paid for 
out of these fees must be excluded from Government expenditure, 
since they will appear in private expenditure. 

I do not want to be wholly destructive in these matters, and 
will therefore set out my own approach to these problems. This 
can best be done by anexample. Consider the following account : 
(a) Miscellaneous income from public (f) Government expenditure at home 

property, etc. and abroad on goods and ser. 


vices at market prices. 


(b) Direct taxes, etc. (g) Transfer payments. 
(c) Indirect taxes, etc. (hk) Government direct tax, etc., pay- 
ments. 


88— 
(d) Subsidies. (t) Government savings. 





(e) Government income. (j) Government outlay. 





This arrangement differs from the one shown in the British 
White Paper (Cmd. 6347 April 1942) in that items (d) and (i) 
have each been transferred to the opposite side of the account. 

Category (a) is composed of Government income from property, 
such as the undistributed profits of publicly owned utilities and 
the interest received by Government funds from their holding of 
securities. This item must also include net Government receipts 
from abroad—for example, from gifts towards the expenses of the 
war, since such receipts form no part of the earnings of home 
factors. In addition, there are certain negative contributions to 
be included. These take the form of genuine trading losses. For 
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example, the Government may operate certain trading concerns 
with the intention of making a profit, or at least breaking even. 
In so far as such concerns in fact make a loss, such losses form a 
negative addition to Government income from property. The 
type of loss which can reasonably be included here is, however, 
limited. For subsidies in aid of costs which enable goods to be 
sold at less than their factor cost should not be included here, but 
in item (d) below. 

Categories (b) and (c) have their normal meanings, except that 
they must be taken to include such things as fines, gifts and 
compulsory contributions to various Government funds, such as 
social security funds. These items, it should be noticed, include 
not only taxes paid by the private sector of the economy, but 
also those paid by the Government to itself. Thus, direct taxes 
include income tax, etc., paid in respect of miscellaneous 
income from public property, etc., while indirect taxes include 
those appearing in the market value of goods purchased by the 
Government. 

Category (d) is intended to represent payments which make 
possible the sale of goods below their factor cost without loss to 
the producer. Subsidies in this sense may be regarded as negative 
indirect taxes. 

The sum of items (a) to (d) represents the net income of public 
authorities. This income is partly derived from property, and 
partly from transfers from the private sector of the economy. 
The latter takes the form of direct tax payments and indirect tax 
payments net of subsidies. Tax payments made by public 
authorities to themselves are also included in view of the coverage 
of the other side of the account. 

Item (f) represents the Government’s expenditure on goods 
and services—t.e., expenditures which directly take up factors of 
production. Care must be taken to exclude from this item goods 
resold to the public which appear elsewhere, as one form or 
another of private expenditure. This item is at market prices— 
i.e., it includes net indirect taxes appearing in the market value 
of these goods. If this Government expenditure is to be shown 
at factor cost, the net indirect taxes appearing in the market value 
of Government purchases must be subtracted from the other side 
of the account. 

Item (g) represents certain payments by public authorities 
which are treated as income by the private sector of the economy, 
but which are not made in respect of services rendered. An 


important feature of these receipts by the private sector is that 
No. 209.—vo.. LI. F 
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taxes may be paid out of them, just as they may be paid out of 
factor incomes. 

Item (h) represents direct taxes paid in respect of Government 
income from property. Since such payments represent inter- 
governmental transfers, the amount shown against this item may, 
for certain purposes, be subtracted from each side of the account. 

Item (i) represents the net saving of public authorities or, 
when negative, their net borrowing from the private sector of the 
economy. 

The sum of items (f) to (i) represents the total outlay, including 
savings, of public authorities subject to the restriction (i) that 
resales to the public included in private expenditure are excluded, 
and (ii) that any additions to capital equipment by public authori- 
ties which are included in private investment are also excluded. 
Appropriate adjustments must, of course, be made to the other 
side of the account. 

With this arrangement of the items of the income and expendi- 
ture of public authorities it is possible to show their relation to 
similar items for the private sector of the economy, and the effect 
of the fiscal system in modifying the original generation of incomes. 
Illustrated with figures relating to the United States in 1941, and 
based mainly on the Department of Commerce estimates, since 
these alone cover all the items required, the position is as follows. 

The sum of incomes earned in productive activity plus transfer 
payments received from public authorities were : 





U.S. $000,000,000. 
Private income before taxation : 
Personal $ . ; , : ‘ P ‘ ‘ 94-2 
Impersonal . : 3 : ‘ 3 F ‘ ; 6-3 
Public income from property, etc. ; ‘ ; a ‘ — 


This income was disposed of as follows :— 


U.S. $000,000,000. 

Consumers’ expenditure at market prices. . : ; 77-4 
Private direct tax, etc., payments : 

Personal . : ; : 

Impersonal 
Private savings : 

Personal . ; F . . ‘ ; ; ; 12- 

Impersonal . : . : , : , : , —0-: 
Expenditure out of public income from property, etc. 


Consumers’ expenditure at market prices may be divided into 
the value of factor incomes generated by this expenditure either 
in the consumption or investment goods industries, and the net 
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indirect taxes, specific or general, which must be met out of the 
market value of sales to consumers. Also, private savings are 
divided between net investment at market prices and loans to 
public authorities. Allocating net indirect taxes between the 
three categories, consumers’ expenditure at market prices, expendi- 
ture of public authorities on goods and services at market prices 
and net investment at home and overseas at market prices, we 
obtain the following rearrangement : 

U.S. $000,000,000. 


Consumers’ expenditure at factor cost . . : ‘ ; 68-3 
Net investment at factor cost ; , . ; , 7-2 
Loans to public authorities , , , 3-4 
Private direct and net indirect tax payments 21-6 


Expenditure out of public income from property, ete. . ’ — 





-_ 
S 
a 


The foregoing may be further rearranged to give the following 
figures of income and outlay : 


S. $000,000,000. 
Private incomes after all taxation ‘ ; ‘ , : 78-9 
Public income : 
Property, etc. / ; ‘ ‘ ‘ ; —- 
Private tax payments (net) ‘ : A ‘ : ‘ 21-6 
100-5 


Private outlay : 
Consumers’ expenditure at factor cost ; ‘ : . 68-3 
Net investment at factor cost . ; 7-2 
Outlay of public authorities : 
Goods and services at factor cost. ‘ é , ‘ 21-7 
Transfer payments . ° 3 
5 


In arriving at a statistical measurement of net Government 
dissavings, Dr. Kuznets takes the net increase in Government 
indebtedness less the net value of public construction and the net 
increase in Government holdings of security assets. The first 
exclusion is due, I take it, to the fact that public construction is 
excluded from the public accounts and included in net invest- 
ment : the second, to the fact that this increase in assets is due 
either to the Government holding part of its increase in debt or 
lending to the private sector by taking up assets previously held 
privately. Ido not understand the second of these exclusions. For, 
following Mr. Kuznets’ line of thought, it is possible to draw any 
line that seems reasonable between goods and services which are 
sold to the public for taxes and fees, and those which are to be 
regarded as Government capital development. Once this line is 
drawn, however, then the net savings of Government are fixed, 
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and it does not matter in what form the Government holds its 
“ undistributed profit.” It may plough it back into the business 
or put it into railway bonds : its subsequent use of the profit can 
have no effect on the profit itself. 

In dealing with the national expenditure, Dr. Kuznets sets up 
the identity : national income = consumers’ outlay + net capital 
formation. It must be remembered, however—and I do not 
think that this point is at all clearly brought out—that “ con- 
sumers’ outlay ’’ obtained by difference from Dr. Kuznets’ income 
and investment figures is in reality expenditure on consumption 
at market prices + expenditure by public authorities on goods 
and services, other than any which may be included in net invest- 
ment, at market prices + subsidies — all indirect taxes. Accord- 
ingly, if the figure obtained by difference in fact turns out to be 
similar in magnitude to “ consumers’ outlay,” as this term is 
normally understood, it is mainly because Government expendi- 
ture on goods and services is approximately offset by net indirect 
taxes. This source of confusion becomes proportionately more 
important when direct estimates of consumers’ expenditure on 
goods are subtracted from ‘“ consumers’ outlay ’’ obtained by 
difference to give consumers’ expenditure on services. In this 
connection the direct estimates of consumers’ expenditure on 
various forms of goods and services which appear in the Survey of 
Current Business for October, 1942, are of great interest. 

Chapter 12 contains an interesting attempt to assess the 
reliability of the estimates. Dr. Kuznets, with the modesty 
which marks the whole book, surmises that ‘“‘ we have perhaps 
overstepped the limits to which one should go in assigning a 
quantitative expression to what are essentially personal judg- 
ments.’’ I am convinced that such an attempt is most desirable, 
since for many purposes we need to have some idea of the pre- 
cision of estimates of this kind, and it would be a mistake to refrain 
from trying to assess them simply because this cannot be done by 
a firmly established method.* 

When it comes to the actual methods used, I am not so much 
in agreement; and this for several reasons. In the first place, 
Dr. Kuznets deals with maximum errors, and not with concepts 
analogous to probable errors or standard errors. But he does not 
make clear whether by maximum errors he means that the 
chances that truth lies within the limits assigned are 332 to 1 or 
10,000 to 1 or what. Second, the errors relate to the figures on 





1 A further discussion of these problems appears in the Review of Economic 
Studies, Summer 1942, pp. 111-125. 














1943] INCOME AND EXPENDITURE IN THE UNITED STATES’ 69 
e 


their own definitions, and not on the definitions which they ought 
to have, so that no allowance is made for the error that arises from 
the fact that estimates do not measure just what they ought to 
measure. Third, it is not quite clear how far the elements may 
all be regarded as statistically independent and how far they have 
common sources of statistical error. This, incidentally, is a 
matter which I find obscure in all American estimates. It has 
long been the practice to publish two breakdowns of income; one 
by payments to factors of production, and the other by the industry 
groups in which this income is generated. I take it, however, 
that these two totals do not to any great extent check one another 
statistically, but mainly represent alternative ways of classifying 
the same data. 

Fourth, the percentage errors in the various items are averaged 
by taking their weighted arithmeticmean. Thisprocedure makes no 
allowance for the offsetting of random errors in different elements, 
and is likely to result in a very considerable over-estimate of the 
margin of error of the total. Fifth, Dr. Kuznets does not appear 
to make allowance for the fact that errors in differences between 
successive years are likely to be much smaller than the errors in 
the estimates themselves, since a considerable part of the error in 
the estimate for each year will be due to common sources which 
have a similar effect on each estimate. 

Finally, it would be interesting to know whether in estimates 
of this kind it is best to assume that the estimates themselves or 
their logarithms are symmetrically distributed about their means. 
In the case of estimates of small items it might seem best to take 
logarithms, since in most cases the items cannot fall below zero. 

The general conclusion of this chapter is that the ‘“ probable 
maximum percentage errors’ of the final totals may be put at 
about 20 per cent., and this percentage will apply roughly to 
differences between years. As Professor Bowley has truly said : 
“If this statement is taken literally, it suggests that the enormous 
labour spent in producing this book was largely wasted.” I have 
no doubt myself that such a conclusion, though it appears to 
follow from this chapter, would be entirely unjustified. 

Much more could be said of this important book. I have 
paid considerable attention to comparisons with the treatment 
adopted in this country or by the Department of Commerce. 
The possibilities of reliable international comparison seem to me 
particularly important at the present time. As to the latter, 
anyone who turns to the Acknowledgment in National Income, 
1929-32, published by the Department of Commerce in 1934, will 
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see that, “the preparation of this report ... was greatly 
facilitated by the splendid and close co-operation of the National 
Bureau of Economic Research. ... Dr. Simon Kuznets was 
retained by the Bureau of Foreign and Domestic Commerce to 
plan and supervise this study. ... Dr. Kuznets was in full 
charge of the work. .. .”” Here is another fundamental enter- 
prise the early stages of which were directed by Dr. Kuznets. 


II 

Mr. Barger’s volume, he explains in his preface, “is intended 
primarily as a contribution of materials for the study of the 
business cycle” and “forms part of a wider investigation in 
which the author is engaged.” Its main purpose is to present 
in considerable detail quarterly estimates of income and outlay 
in the United States on a consistent and largely independent 
basis. In the course of describing these estimates, Mr. Barger 
touches on most of the chief difficulties of a logical character in 
making estimates of this kind. In addition to its main purpose 
the book may be recommended as a most readable account of 
the economic problems of measuring income and outlay. 

Mr. Barger has naturally drawn considerably on previous 
work in this field, especially on that of Dr. Simon Kuznets in 
connection with income and investment and on that of Mr. 
W. H. Lough in the estimation of personal consumption. A 
considerable part of the book takes the form of appendices 
dealing with various aspects of the estimates. 

Great stress is laid on the formation of quarterly estimates, 
“an undertaking which involves doubts and difficulties which 
surround the outcome with a rather formidable margin of uncer- 
tainty.’’ Accordingly, we are told, “ the results must be regarded 
as provisional and the entire project as a survey of the field 
rather than a definitive study.” 

As examples of the need for quarterly data, Mr. Barger cites 
the difficulty of determining lags and the extended period neces- 
sary to obtain significant regressions from annual data. While 
the utility of quarterly data is very clear if one is concerned 
with an analysis of the current position, I find Mr. Barger’s 
emphasis on its importance in connection with trade-cycle 
research interesting, and it would be useful to have an answer 
to the following question. By how much is the amount of 
information at our disposal increased in the present instance 
by the compilation of quarterly as opposed to annual data? 
Although the quantity of information is a concept to which 
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numerical precision can be given in certain fields of enquiry, it 
may well be that in the present case a straightforward answer 
cannot be given. It seems probable that while some additional 
information comes from the existence of quarterly measurements, 
much less is yielded by estimates derived by interpolating or 
graduating the annual series themselves. Also, the greater 
inaccuracy of most quarterly data and the fact that their addi- 
tional variation is largely the result of seasonal factors which 
may or may not be known but in any case are of little interest 
in trade-cycle research, may seem in some ways to render them 
less suitable than annual series. I am not attempting here to 
reach a conclusion on this point, but only putting in a plea for 
more enquiry into what seems to be an important practical 
problem. 

Chapter III, which deals with the precision of the annual 
estimates, is of especial interest, since the subject is at once 
important and relatively unexplored. Mr. Barger presents for 
the eighteen-year period 1921-38 estimates of the net national 
income and outlay which are more or less independent. Nothing 
is obtained by difference. This achievement is notable, and 
enables the author to undertake an interesting analysis into the 
sources of error in the estimates and the margins of error in the 


national product total. 

On p. 83 Mr. Barger examines the discrepancy ! between the 
two methods of estimation by means of an analysis of variance. 
He shows that the outlay estimate consistently exceeds the 
income estimate, a constant difference between the two estimates 
being sufficient to account for about two-thirds of the variation 


se 


within years. He describes the residual variation as “ random 
errors of measurement.” In fact, the residual discrepancies con- 
sidered as a time series have a suspiciously un-random appear- 
ance, so that there is a case for taking the analysis further. If 
this is done, correlations are found which suggest that a constant 
difference by no means exhausts the possibilities of consistent 
discrepancy between the two methods. The residual discrep- 
ancies are correlated (r = 0-57, z = 0-65 + 0-26) with the rate 
of change of the estimated national product. This suggests 
either that there is somewhere an error in the nature of a time 
lag, or that one or more items of income or outlay, highly cor- 
related with the rate of change of national product, are under- 
or over-stated in a consistent proportion. My own work on 


1 T am greatly indebted to Mr. H. R. Fisher for helping me to develop the 
following arguments. 
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peace-time estimates of income and outlay in this country 
suggests that part of the discrepancy may be due to inventory 
adjustments which, though theoretically correct, increase rather 
than diminish the discrepancy between income and outlay. 
These adjustments are two in number. The first, inventory 
profits in Mr. Barger’s phrase, is an adjustment to profits inserted 
in order to discount revaluations of inventories; while the second, 
net change in inventories, that is the value of the physical change 
in inventories, is an item in net investment. In the discrepancy 
(outlay — income) each adjustment appears positively. 

An examination of Mr. Barger’s figures shows that inventory 
profits, hereinafter called p, and net change in inventories, 
hereinafter called g, though themselves hardly correlated, are 
both strongly correlated with the discrepancy between income 
and outlay, hereinafter called d. The r’s are 0-53 and 0-52 and 
significant.1 Thus d may be expressed in terms of p and q as 
follows : 

d = 2,024 + 0-4646p + 0-4233q 


or in terms of deviation about the means 
d = 2,032 + 0-4646(p — p) + 0-4233(q — q) 


Mr. Barger’s analysis of variance (Table 8, p. 83) is extended 
below. The figures are not exactly comparable, being based on 
seventeen and not eighteen years. 





Degrees of Sum of 


freedom. squares. Variance. 





. Between years F , 16 4,897,505 x 306,094 x 10° 
. Within years : 
(a) Constant difference . 1 35,109 x 35,109 x 10° 
(6) Variation about their 
means of pandg . 2 9,092 x 4,546 x 10° 

(c) Residual errors j 14 7,900 x 564 x 108 











ce eee ae 33 4,949,606 x | 








Mr. Barger leaves items 2 (6) and (c) together as residual. 
The variance ratio (4,546 — 564 = 8-06) is highly significant for 2 
and 14 degrees of freedom. While the residual variation is 
substantially reduced by the regression on p and q, the presence 
of un-random elements may still be suspected. The residual 
discrepancy increases, for example, with time, as is shown by 

1 The values in 1921, the first year of Mr. Barger’s series, are omitted here 


and in the subsequent analysis owing to the altogether unusual behaviour of 
inventory profits in that year. 
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the following regression equation in which time, ¢, in years has 
been taken as an additional independent variate : 


= 1,996 + 0-4446p + 0-4680g + 89-38(¢ — t) 


The additional term removes 1,578 x 10° from the sum of squares 
of residual errors, an amount suspiciously large but only on the 
verge of significance. Inspection suggests that it would be 
legitimate to take the analysis further and that larger coefficients 
of p and qg would be appropriate over some periods. 

To sum up, we should reduce the discrepancy between income 
and outlay to a less variable difference, increasing somewhat 
with time, if from 40 to 50 per cent., perhaps more, of the adjust- 
ments for inventory profits and net change in inventories were 
left out. This will not, I think, surprise Mr. Barger, for on 
p. 316 he expresses incredulity at the effect of making adjust- 
ment for inventory profits, adding ‘“ the inference is very strong 
that the estimates for inventory profits, although in the right 
direction, contain a large element of exaggeration.” 

On p. 85 an attempt is made to compute fiducial limits for 
the estimate of the national product in any one year. Despite 
the conditions with which it is hedged about, readers who do not 
habitually follow arguments based on the mathematical theory 
of probability might be deceived into thinking that the estimate 
made in any year is subject to random errors which might put it 
out by percentages of the order given. This conclusion would 
be unjustified, since, as Mr. Barger has shown, the discrepancy 
between income and outlay is to a considerable extent of a 
systematic nature. Mr. Barger’s fiducial limits depend only on 
the squares of the differences within years between the two 
estimates, and would therefore be the same if in some years but 
not others the income estimate and the outlay estimate were 
interchanged. Of the extent to which the two different estimates 
may approach the true value, the theory of random sampling 
can, I think, tell us nothing, unless we have some preliminary 
beliefs about the reliability and possible bias of each. It seems 
very far-fetched to regard them as a random sample of two 
drawn from an infinite population of possible estimates having 
the true value as mean. 

In Chapter VI the comparison of the two methods of esti- 
mating the national product is continued with special reference 
to the quarterly series. An interesting description is given of 
the main sources of discrepancy in the two totals, and the ques- 
tion of the best available measure of the national product is 
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discussed. The conclusion reached is that the income method is 
likely to give rather better results than the outlay method, but 
that “the main objective—the construction of a single series— 
has not been attained.” This seems to me an unduly pessi- 
mistic conclusion, since either one method is infinitely preferable 
to the other or a weighted average of the two series would be 
preferable to either taken singly. It would be possible on the 
lines suggested by the reviewer and others! to assess measures 
of precision for the component series which by suitable com- 
bination would yield approximate weights for the two measures 
of the national product, and also weights for distributing the 
adjustment in each series over its component items. This 
method, though by no means free from subjective judgment, 
would have the advantage that it would use the information 
contained in the interrelations of the variables and would lead 
to a consistent set of estimates which will presumably be needed 
or at least highly desirable in the subsequent analysis. 

I pass now to Mr. Barger’s treatment of the expenditure of 
public authorities, which differs from that of both Dr. Kuznets 
and the Department of Commerce. On the expenditure side he 
puts Government expenditure on goods and services equal to the 
aggregate deficit of all public authorities, the remaining expendi- 
ture being either resold to the public, and therefore included in 
private expenditure, or assumed to be sold to businesses, and 
therefore to reappear in the market values of other goods and 
services. On the other hand, he does not deduct indirect taxes 
from expenditure at market prices. Accordingly, Mr. Barger’s 
national income is made up of the sum of factor incomes plus 
subsidies and transfer payments minus direct taxes and income 
from public property. Mr. Barger is very broad-minded on the 
subject of definitions, and one cannot deny that his definitions 
are consistent. Also, it must be said that Mr. Barger states that 
he is more concerned with consistency than with “an ideal 
expression for the dollar equivalent of the social product.” At 
the same time, I find it hard to believe that for most purposes 
this is a convenient treatment of the economic activity of public 
authorities, and I think it is going too far to say that “ the 
solution of the difficulties, conceptual and other, which stand in 
the way of satisfactory estimation of the net contribution of 
government, is a task which the student of business cycle may 
safely leave to the social historian.” 

I have said a good deal about the treatment of public authori- 


1 See Review of Economic Studies, Summer 1942, pp. 111-125. 
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ties in discussing Dr. Kuznets’ methods. Mr. Barger’s suggest 
the following comment. I should agree completely that Govern- 
ment expenditure on capital account, #.e., on productive assets, 
should be segregated from other expenditure on goods and ser- 
vices. In so far, therefore, as a Government borrowed for new 
capital expenditure but financed all other expenditure either 
from taxation or income from property, there would be a good 
reason for distinguishing expenditure out of borrowed money 
from other expenditure. But I do not see how this other 
expenditure can reasonably be omitted from the national income 
on the hypothesis that it is all resold to businesses. For clearly 
this is only an hypothesis, and it seems more realistic to regard 
Government expenditure on such services as the administration 
of law and order or the maintenance of sewerage and public 
lighting systems as final expenditure made collectively by the 
agents of the community. If the reply is made that Government 
goods and services are necessary evils which contribute nothing 
to the social product, the answer is that this is by no means 
generally true, and that it would apply equally well to many 
goods and services provided by the private sector of the economy. 
Obvious examples are the services of doctors and barbers. How 
nice it would be if we were never ill and never needed a hair-cut ! 

In view of Mr. Barger’s explicit statement of his main aims 
and the appropriateness of different concepts of the national 
product for different purposes, I have perhaps made too much 
of this point. But if “the student of the business cycle ”’ aims 
at results that can be applied to their control, and if his pro- 
gramme includes the comparison of his own economy with others 
which have different institutional arrangements, it would seem 
desirable to adopt a rather less exclusive definition of the activity 
of public authorities. 

This book should have a wide appeal: it is to be hoped that 
the analytical sequel will not be unduly delayed. 


RICHARD STONE 
London. 











U.S. NATIONAL INCOME STATISTICS 


Mr. Stone’s excellent and convenient presentation of the 
U.S. national income and product statistics! in a conceptual 
mould comparable with official British estimates has found a ready 
market in this country. While I am in accord with his general 
treatment, I would like to comment on his handling of a few 
components, as well as on certain comparisons that are readily 
suggested by his form of presentation. Most of these comments 
would probably have been unnecessary, had our estimates been 
accompanied by more complete technical notes. 

Mr. Stone’s implication that the concept of gross national 
product at market prices is preferred by the Department of 
Commerce to that of net national income at factor costs is not 
quite correct. We are using both concepts. We have, however, 
been reluctant to present the expenditures side of the national 
accounts reduced to net national income, as Mr. Stone has done 
in the third section of his Table I.2- The reasons for this have been 
partly, as Mr. Stone suggests, a matter of convenience or taste. 
We have been anxious to secure greater familiarity with the gross 
concept, so important in the analysis of many war-time economic 
problems. By using the gross concept we have also been able to 
avoid recasting our concept of net national income—a recasting 
really implicit in the gross national product concept we have 
employed—until certain statistical refinements now in progress 
have been completed. 

These are minor considerations, however, since the real 
problems are much more than mere matters of taste or convenience. 
In the first place, we would agree with Professor Hicks * that the 
national product at market prices, whether gross or net, is a more 
meaningful and fundamental aggregate than the sum of factor 
costs. Furthermore, although of some use to the economist, 
national product or expenditure at factor costs is only confusing 
to the less technically trained consumers of the estimates. We 
prefer to sacrifice symmetry to clarity. 

But more important at the moment, we have avoided any net 


1 ‘*The National Income, Output and Expenditure of U.S.A., 1919-41,” 
Economic JouRNAL, June—September 1942. 
2 Ibid., pp. 164-5. 
3 ** The Valuation of Social Income,’’ Economica, May 1940. 
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concept in connection with the national product or expenditure, 
because that form of presentation inevitably leads even economists 
to obtain a figure for net capital formation by the simple sub- 
traction of depreciation from gross capital outlays. I have seen 
several memoranda already in which net investment for the 
United States, derived from Mr. Stone’s presentation, is compared 
with the net investment (or disinvestment) estimate of the British 
White Paper on National Income. Mr. Stone himself cautions 
against comparisons between small components of the estimates 
of the two countries; I might add that nowhere other than in the 
derived estimates of net investment are such comparisons likely 
to prove farther from reality. 

So far as the American figures are concerned, the subtraction 
of depreciation and depletion allowances from gross private capital 
outlays does not yield a usable figure of net investment. The 
expenditure estimates for fixed capital are derived from production 
statistics; they cover all private construction and private business 
purchases of machinery and equipment having an average life of 
three years or more. The depreciation and depletion estimates, 
on the other hand, are derived from financial statistics; they 
measure business charges for the current depreciation of the fixed 
assets which appear in the accounts of business. The result is 
incomparability on two scores. In the first place, it cannot be 
presumed that business depreciation and depletion charges 
measure the actual annual consumption of that part of private 
capital which appears on the books of business firms. It is well 
known that depletion allowed under the income-tax law is quite 
generous and, furthermore, that business is inclined generally to 
be conservative in its depreciation calculations. In the second 
place, the area covered by the expenditure figures is broader than 
that covered by the depreciation figures. The former includes 
owner-occupied houses, construction of non-profit institutions, 
and business purchases of machinery and equipment which are 
charged as a current expense (and hence not set up in the capital 
accounts), while the latter does not include these items. I might 
mention also that depletion charges are somewhat anomalously 
included on the cost side, along with depreciation, although the 
value of new discoveries of natural resources is not included in 
capital formation on the production side. 

The matter is made somewhat worse by Mr. Stone’s treatment 
of the item, ‘‘ capital outlays charged to current expense,” which 
he has handled as if it represented a net addition to factor income. 
But since these purchases of capital goods (as we have defined 
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capital goods on the output side of our accounts) were not set up 
as assets by business enterprise, the current cost of the stock of 
such capital goods is not covered by business depreciation charges. 
No doubt there is an element of economic income involved, par- 
ticularly during periods of rising trade, and even in the long run 
for an expanding economic system. Nonetheless, I am rather 
sure that the larger part of these outlays would be offset by 
current costs, and that it would be more appropriate in securing 
comparability with the British estimates to add the item in its 
entirety to depreciation rather than to factor income. 

Inasmuch as Mr. Stone added an estimate of imputed rents 
on owner-occupied houses to our concept of factor income, he 
might also have improved comparability of the (implicit) net 
domestic investment estimates by adding also depreciation on 
owner-occupied houses. I do not know whether this is done in 
the British figures, but in any case I would imagine that such 
depreciation is relatively more important in the United States. 
Further incomparability arises because, as Mr. Stone mentions, the 
purchase of existing fixed capital by the Government is counted 
as private disinvestment in the British estimates but not in the 
American. Since the beginning of our rearmament programme 
this has not been a negligible item in the United States, par- 
ticularly in relation to a rather small item like net investment on 
private account. 

I would not like to leave the impression that these few adjust- 
ments would make comparison between the estimates of net 
domestic investment feasible. The possibilities of both conceptual 
and statistical differences between the British figures, obtained 
as a residual, and the American figures, obtained as a difference 
between production and financial data, are so enormous that one 
must wait until full details of both estimates are available and 
their implications carefully examined before venturing a com- 
parison. The same holds true, of course, for comparison of our 
gross capital outlays with a similarly labelled British figure 
derived by adding depreciation allowances to net investment. 
I might ‘point out only that the British figure so derived would 
appear to include up-keep on fixed capital,! whereas maintenance 
and repair expenditures, a quite substantial item in the United 
States, are specifically excluded from our estimates of gross 
capital outlays. 

The incomparability between the British and American figures 
also extends to the estimates of net foreign investment. In the 
1 Cmd. 6347, April 1942, p. 17, note 8. 
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British figures it appears that all Government foreign transactions 
on current account are reflected in the estimate of net foreign 
investment (or disinvestment), with the exception of American 
lend-lease imports. But in the American estimates, foreign 
expenditures by the Government for goods and services utilised 
abroad are excluded from “net change in foreign claims” and 
from ‘Government expenditures on goods and services.’’! 
Incidentally, our reasons for this treatment are: (1) that since 
precise measurement is not possible at present, we prefer to adjust 
the relatively large item of Government war expenditures rather 
than the small one of net change in foreign claims, and (2) that 
these purchases are being handled to some extent as offsets to lend- 
lease shipments, and hence cannot be counted in their entirety as 
disinvestment. While not so significant for comparisons of total 
national income, this does make comparison of British and 
American figures of change in foreign investment impossible. 

Some question is raised by Mr. Stone’s treatment of the item 
“ other charges and reserves,” which he adds in effect to depre- 
ciation. I cannot here discuss all the elements which are theo- 
retically inherent in this item, and this is unnecessary, since the 
statistical work in still incomplete. At the moment, the pre- 
ponderance of the item consists of business bad debt charges. 
We have introduced this into the reconciliation between national 
income and gross national product so as to make our consumer 
expenditures residual equal to the goods and services the con- 
sumer receives rather than those he actually pays for. This 
definition is of some convenience in handling American statistics 
on the supply side. For this much of the item, therefore, it would 
be more appropriate to make a deduction from consumers’ expendi- 
tures than an addition to depreciation in converting gross national 
product to net national income. The rest of the item, significant 
only in 1941, represents special business reserves set up for post- 
war contingencies. Such reserves can be appropriately added to 
factor incomes or to depreciation, depending on how one chooses 
to define current factor incomes. 

An alternative procedure, which Mr. Stone himself suggested 
to me, would be to add the entire item to factor incomes. I did 
not like this idea at first, since I considered only the possibility of 
adding it to business income, but it occurs to me now that it is 


1 Since pay to Government employees stationed abroad, principally the armed 
forces, is included in national income, it is treated as a domestic rather than a 
foreign expenditure of Government. Private expenditures abroad out of this 


income are included as an import item in the calculation of ‘‘ net change in foreign 
claims.”’ 
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not so illogical to consider goods received but not paid for as 
income of whatever factor received the goods. The procedure 
has a disadvantage in that the income cannot be allocated among 
the various factors. I am at a loss to say, however, which pro- 
cedure would make our figures more comparable with the British. 
If British statistical sources are anything like our own, then the 
bad debts element is apt to be included in consumer expenditures, 
but not in total factor incomes, with the result that net domestic 
investment is understated or net disinvestment overstated. Inas- 
much as credit sales to consumers are not as important in Britain 
as in the United States, however, the whole matter may be insigni- 
ficant from the standpoint of British estimates. 

Since the adjustment to inventories in the British estimates 
covers only write downs in periods of falling prices whereas ours is 
designed to eliminate the revaluation that is inherent in the 
first-in-first-out method of inventory accounting, Mr. Stone’s 
addition of our inventory revaluation estimate to factor incomes 
merely introduces an incomparability into the net national income 
figures of the two countries. Upon first reading note 2 on page 
16 of the White Paper, I had thought that the intent of the British 
adjustment was not the same as ours and, consequently, that Mr. 
Stone either assumed that British inventory accounts were uni- 
formly handled on a last-in-first-out basis or misunderstood the 
nature of our adjustment. After reading note 8 on page 17 more 
carefully and from Mr. Kaldor’s comments on the White Paper,} 
however, I assume that the British intention was the same as 
our own, but that the full statistical requirements of the new 
definition of inventory change were not recognised. Should the 
British estimates be corrected in the next White Paper, then Mr. 
Stone’s treatment of our figures would be entirely appropriate. 

For those who might project Mr. Stone’s adjustments of our 
estimates to later data, I might mention that at present we are 
not including subsistence of the armed forces in factor incomes, and 
consequently not in consumers’ expenditures, though we were at 
the time his tables were set up. We were prompted to make this 
change partly to conform to the popularly accepted notion of a 
consumer expenditure, and thus to forestall misinterpretation on 
the part of the non-technical user of our data. We found, for 
example, that the almost universal practice in forecasting con- 
sumers’ supplies was to subtract Government and foreign require- 
ments from prospective total supplies, and we were greeted with 
amazement or consternation when we maintained that subsistence 


1 Economic JOURNAL, June—September 1942. 
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of the armed forces had to be counted both in Government war 





expenditures and in consumers’ expenditures. More fundament- 
y ally, we are omitting the correction to the income of the military, 
H because it seemed to carry the implication that by this single 
. adjustment approximate comparability in the valuation of war 
P and civilian use of either factors or product was being achieved. 
, In the absence of a refined analysis of the economic cost of the 
. war, we have preferred to present only a more or less straight 
. accounting of the gross expenditure flow. 
" One might wish to see notice taken here of the fact that with 
; the refashioning of definitions no more than the groundwork for 
international comparison of income has been prepared. But 
“ since the problems of such comparisons are known to economists 
ls and are apparently incomprehensible to non-economists, little 
6 purpose would be served by elaboration. I can only hope that in 
rs our more scientific poses we remember that given values of the 
3 various types of output do not of necessity encompass the same 
" quantity of real resources (whatever that may mean), or that the 
re -differences are of the same magnitude and direction in our two 
h countries. Furthermore, by comparing changes in the percentage 
. composition of output we do not eliminate automatically differ- 
: ences in price changes in individual components of output. I am 
- not so unrealistic as to believe that, under the pressure of momen- 
re tous events, we will take such precautions in our day-to-day 
1 work. 
as In general, I agree with Mr. Stone’s objections to our treatment 
w of corporation income taxes, social security contributions of 
™ employers, and inventory revaluations in our measurement of 
le. net national income. We intend to modify our definition in the 
future in a way which will partly take care of these objections. 
ar But, in the matter of Government debt interest, I cannot reconcile 
=e myself with British methodology. Following Pigou, Government 
oA interest is considered a transfer payment, it being argued that no 
at current service is involved, since the debt arose largely from past 
his wars. The origin of the debt, however, seems to me to be wholly 
fa irrelevant. Interest is paid in the current year because the 
on community considers it more convenient to do so than to pay off 
for the debt. By giving the Government the use of his money for the 
om current year, the bondholder renders a service, and through use 
e- of the money the Government receives a service. That service 
‘ith should be counted in the national product, and the income derived 
nee from rendering it counted in the national income. To put the 


Government bondholder in the same category as (for example) the 
No. 209.—VoL. LI. G 
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dole receiver when all other interest payments are included in 
factor income seems to me either ultra-sophisticated or absurd. 
It is not consistent with contemporary interest theory, and is 
reminiscent of the notion that a service is non-existent because it 
is intangible. If one questions the existence of a service equiva- 
lent to Government debt interest, one must also be suspect of 
interest on consumer debt which is, of course, included in factor 
income and in national product. 

I might add a word in favour of the idea, suggested in the 
Economist, that sometime soon we attempt to issue our respective 
estimates in accordance with one conceptual framework and one 
set of definitions. From recent discussions in the public Press, 
it is evident that, for better or worse, comparisons of national 
income and its various components will enter into the politico- 
economic thinking of the future. It will surely seem an imposition 
to the statesman and other practical persons if he is confounded 
in his arduous tasks by conflicting definitions and terminologies. 
We cannot expect to meet the viewpoints of all economists, but 
their needs should be fulfilled by the presentation of sufficient: 
detail to permit rearrangement of concepts according to purpose. 
For the non-technician, however, it would be preferable to sub- 
ordinate our differences and present sets of estimates that are 
more or less directly comparable as issued. 

Mitton GILBERT 
U.S. Department of Commerce. 


COMMENT 


I should like to express my appreciation of Mr. Gilbert’s 
generous paper. It is a most welcome contribution to the aim 
expressed in his last paragraph, with which I am in wholehearted 
agreement. I have only two points of disagreement. Space does 
not permit a full treatment. 

First, I do not share the view that the net national income at 
market prices is a more fundamental concept than the net national 
income at factor cost. Which valuation of outlay is most appro- 
priate seems to me to depend mainly on whether one is dealing 
with questions of productivity or of the situation facing consumers. 

Second, I do not agree on the question of national debt interest. 
This is not because I think the traditional treatment in this country 
uniquely right, but because, on the whole, I consider it less mis- 
leading than the alternative. I have put my position briefly in 
the third paragraph on page 62 in my review of Dr. Kuznets’ latest 
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book. I doubt the possibility of any very adequate treatment in 
the absence of statements of real assets in the hands of public 
authorities. On the question of consumer debt, I should not 
regard the interest on a loan from one individual to another as 
part of the national income, though I should agree that many 
forms of loans to consumers include an element of hire charge or 
payment for services, such as the bringing together of borrowers 
and lenders, which might reasonably be included. 
RICHARD STONE 
London. 








REVIEWS 





I. Economic History 


English Villagers of the Thirteenth Century. By G. C. Homans, 
(Harvard University Press, 1941. Pp. 478. 25s. 6d.) 


THE study of English agrarian history owes an immense debt 
to American scholars ; and this new contribution will rank among 
the greatest. Mr. Homans combines sure-footed scholarship with 
imaginative insight, and if his exposition is sometimes a little 
diffuse, he has the power to write so that all can understand and 
none can fail to be interested. He has made extensive research 
in unprinted material that has not, I think, been used before; 
and he throws new light upon some of the most familiar docu- 
ments. Further, within the limits which he has set himself, Mr. 
Homans writes as a real historian, and his book is much more than 
a piece of historical scholarship, for everything of which it treats is 
seen and exhibited in relation to its significance for the lives of men. 

It is, however, necessary to the proper appreciation of this 
admirable book to bear in mind the fact that its scope is definitely 
limited. It is limited geographically to the broad belt of country 
which Professor H. L. Gray has characterised as the region of the 
“Midland System”; and I think Mr. Homans, like Professor 
Gray, is inclined to make the contrast between this region and F  « 
the rest of England somewhat sharper and more important than 
it was in fact. Again, Mr. Homans’ approach to his subject is f ;, 
sociological rather than economic. That by no means lessens the F 4, 
value of his work to the economic historian. Rather, it enhances te 
it; for the fascinating chapters on the family and inheritance uy 
are a salutary reminder that any economic history, which is f ,, 
economic in the narrow sense and neglects such matters of social J ;,, 
usage, is bound to be one-sided. At the same time, the general sel 
reader needs to be warned that the picture presented here is for fj, 
this very reason incomplete: the hard economic facts, to which F 4,4 
some earlier writers have devoted too exclusive an attention Fy, 
(just as others have put undue emphasis upon matters juridical),  ;, 
are, to say the least, an essential element in the history of the he 
English peasantry. Of course Mr. Homans does not ignore fj, 
economic matters, but his attention is concentrated upon custu- J p,, 
mals and court rolls, and he has made little, if any, use of manorial tho: 
accounts, of which, indeed, he speaks almost disparagingly (p. 8). fej, 
Nor does this neglect merely mean that some important things 
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are omitted from the picture, for here and there one feels that the 
evidence of the accounts might have led the author to modify 
what he says about the things of which he does treat. To take 
one point, he might have hesitated to say that ‘‘ oxen were prob- 
ably given grain only rarely ” (p. 46). And though that is a small 
point, we must remember that “each of the dispositions of the 
champion husbandry was intricately dependent on all the others ” 
(p. 413), and that the statement about the poor diet of the oxen 
is part of an argument about the employment of large plough- 
teams, which is a matter of far-reaching importance, while it is 
clear that, if oats were regularly fed to stock on the peasants’ 
holdings (as the accounts show that they were on demesne), this 
has a definite bearing on the question whether the virgater 
usually had a surplus of corn for sale. On the other hand, it is 
much more important (especially for readers of the Economic 
JOURNAL) to emphasise the economic consequences of those social 
usages, which, as Mr. Homans convincingly argues, expanded the 
peasant family so that it commonly included, in addition to the 
tenant and his wife and children, several other persons—his 
retired parents, unmarried brothers and sisters, and even some- 
times a serving-man or a nurse. For, if this is established, it 
invalidates one of the basic assumptions made by Mr. H. S. 
Bennett in the calculations which led him to the conclusion that 
the virgater in a three-field village would in a good year have a 
“good deal” of corn to sell. 

That some of Mr. Homans’ conclusions may be disputed is an 
inevitable consequence of his originality. In one respect, however, 
he has perhaps allowed himself to be unduly influenced by current 
tendencies in research. He lays, I think, an excessive emphasis 
upon the cohesion and activity of the village community as distinct 
from the manor. Naturally he tells us much, and much that is 
interesting, about village by-laws, and (though he expresses him- 
self with commendable caution) he leaves the reader with a general 
impression that these by-laws emanated from the independent 
action of the village community. But such an assumption must 
not be made too readily. The village naturally came to the fore 
in those regions of Scandinavian freedom and divided lordship 
from which the name by-law would seem to have been derived; 
but when we find at Newington in Oxfordshire and Halton in 
Buckinghamshire by-laws whose content is very similar, although 
those villages lie some 15 miles apart, and then note that both 
belonged to the Church of Canterbury and that both manors 
} H. 8. Bennett, Life on the English Manor (1937), pp. 85-9. 
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were administered by the same bailiff, a signeurial origin of the 
rules seems probable.' Mr. Homans asserts that in the fourteenth 
century ‘‘it became more and more the practice to write out the 
by-laws on the roll of the hallmote, and particularly to write them 
out in English, while the other entries on the roll were kept in 
Latin’ (p. 102). The last part of this statement is surely an 
error? No evidence is cited; and the only vernacular by-laws 
earlier than the sixteenth century with which I am acquainted are 
the Wymeswold regulations of c. 1425, which come from a village 
of divided lordship in the Danish county of Leicestershire.2 The 
sixteenth-century court rolls of Scotter (Lincolnshire) certainly 
employ the vernacular for by-laws, while continuing to use Latin 
for some other matters; but in those of Hibbaldstow in the same 
county, which contain vernacular by-laws of the reigns of Elizabeth 
and James I, the earliest entry in the English language (in a roll of 
the second year of Elizabeth) is concerned with the assize of beer. 


1 This method of criticism has been applied to the Weimstiimer of the upper 
Rhineland’: see Johannes Kihn, Zur Kritik der Weimstiimer (nach oberrheinischen 
Quellen) in the Festgabe Gerhard Seeliger (1920), pp. 29-50. For an account of the 
Newington and Halton by-laws see W. O. Ault, English Historical Review, Vol. 
XLV (1930), pp. 208-31. By-laws against sending sheep into the stubbles 
before other stock appear in both places about the same time and are included in 
the Halton ‘‘ code ’’ of 1329 and the Newington ‘‘ code ’’ of 1331, but “‘ no by- 
laws just like them have been found elsewhere.’’ This surely makes against 
Prof. Ault’s view that these early by-laws ‘‘ proceed from the farming community 
rather than from the lord of the manor.’’ The recorded assent of freeholders, 
which he takes as strongly supporting this view, seems to me to point the other 
way: the need for securing their agreement may have caused by-laws to be 
formulated in delusively ‘‘ constitutional ’’ terms. 

2 Hist. MSS. Com. Wollaton Report (MSS. of Lord Middleton. 1911), pp. 106-9. 

% Archeologia, Vol. XLVI (1881), pp. 371-88; Archeological Journal, Vol. 
XLIV (1887), pp. 278-88. Without exaggerating the automatism of medieval 
open-field farming, as I think Maitland exaggerated it, one can well believe that 
seigneurial control over its processes was more comprehensive in the thirteenth 
century than in the later Middle Ages, when the lords’ interests in such matters 
must have tended to diminish with the consolidation and leasing of demesnes, and 
the villagers would as a result, be left more to themselves. For these reasons I 
doubt the validity of Vinogradoff’s contention that it was the practice of enrolling 
by-laws, rather than village activity in by-law-making, that tended to increase 
(Vinogradoff’s English Society in the Eleventh Century, 1908, pp. 582-3). Thatin 
France and Germany the “‘ loosening of seigniorial ties ’’ led to greater activity of 
village communities has recently been pointed out by Prof. Nabholz (Cambridge 
Economic History, Vol. I, 1941, pp. 533, 552). The case of Shrewton (Wiltshire) 
described by Prof. Ault (op. cit., pp. 228-9) is highly significant : in 1599 the 
village (or rather the parish under the leadership of the vicar) assembled to draw 
up by-laws because matters had got so “‘ irregular and disordered ”’ since the 
lord, three years before, had sold his land and the manorial court had ceased to 
function. The occurrence in the fourteenth century of by-law-making meetings 
distinct from the manorial courts on the estates of the Priory of Durham is easily 
explained : the hallmotes of the Prior met apparently only thrice a year, first at 
one place, then at another, and at each dealt with the affairs of a number of vills— 
a session at Rainton in 1379 being concerned with no less than twenty-two vills— 
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There seems to be serious confusion in what Mr. Homans tells 
us about cross-ploughing (p. 43). He points out that the araire, 
being drawn by a small team, could be turned easily. But then 
he continues: ‘“* Accordingly the araire is adapted to cross-plow- 
ing, first drawing the furrows in one direction and then at right 
angles across them, and so encourages a regime of squarish fields.” 
This is probably to transpose cause and effect as regards the rela- 
tion of cross-ploughing to the shape of the fields, and it looks very 
much as if Mr. Homans has fallen into one of those bookish errors 
against which he has just protested (p. 39) and is unaware that 
cross-ploughing does not start until the first ploughing is com- 
pleted! In this connection too it is important to remember that 
M. Bloch, who was, I think, the first to suggest a connection 
between squarish fields and the use of the araire, has since aban- 
doned this hypothesis in view of the association of the araire, or 
some similar simple type of plough, with elongated furrows in 
Sweden, Poland and certain villages of the Pyrenees.! 

Two other doubtful assertions must be mentioned. In a 
description of the two-field system we are told that “ in the third 
year, the field originally tilled would be tilled again, with the 
difference that the part of the field which had been in winter corn 
two years before would probably now be in spring corn, the part 
which had been in spring corn, in winter corn”’ (p. 56). This 
may well have been the case; but it cannot be “ inferred,” as 
Mr. Homans says it can, from the convention of 1288, which he 
cites from the Oseney Cartulary.2, Again, I do not understand 





so that subordinate meetings in the various vills were naturally required (Hali- 
mota Prioratus Dunelmensis, Surtees Soc., Vol. LX XXII for 1886, published in 
1889, passim). 

1 Annales @histoire économique et sociale, t. VI (1934), pp. 483-4. The 
inefficiency of the araire as an instrument for turning the soil makes cross- 
ploughing more desirable, but can hardly compel it as Mr. Barger seems to think 
(English Historical Review, vol. Lu, 1938, p. 394). The araire, moreover, did 
not necessarily remain a mere “‘ digging-stick’’: it was capable of some degree 
of improvement. There were also various types of heavy plough, and the teams 
employed to draw such ploughs varied in composition (cp. H. G. Richardson : 
History, March, 1942, pp. 287-296). Further the efficiency of a given type of 
plough is relative to conditions of soil and contour—matters still too often 
neglected in the discussion of these topics, in spite of Mr. and Mrs. Orwin’s 
salutary warnings (C. S. and C. S. Orwin: The Open Fields, 1938, pp. 13-14). 

* See p. 421 (note 5 to Chapter 5), and Cartulary of Oseney Abbey (ed. H. E. 
Salter), Vol. IV (1934), pp. 235-6. The relevant passage is as follows: quod . 
habeant communam pasture in predictis locis et culturis sicuti habere coneusverwnt, 
videlicet quod uno anno seminentur et post bladum in dictis culturis adunatum eodem 
anno intrent cum omnibus averiis suis ad depascendum usque ad tempus 
seminis hiemalis alio anno sequenti si semine hiemali debeant seminari, vel usque ad 
tempus seminis quadragesimalis dicti anni sequentis, si semine quadragesimali 
debeant seminari. 
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why the fields of Tittenhanger (Herts) are described as “‘ small ” 
(p. 66), when the only field mentioned in the document quoted 
contained over 133 acres (pp. 422-3). 

Yet on the whole such things as these weigh light against the 
merits of this remarkable book—meritswhich make it indispensable 
to all serious students of the subject. 

REGINALD LENNARD 
Wadham College, 
Oxford. 


The Speeches of Adolf Hitler (April 1922-August 1939). An 
English translation of Representative Passages. Edited by 
Norman H. Baynes. (London: Oxford University Press 
for Royal Institute of International Affairs, 1942. 2 vols. 
Pp. xii + 1980. 50s.) 


THE Institute of International Affairs has performed a great 
public service by making this edition of Hitler’s speeches available. 
It is perhaps symptomatic of the degradation of our times that 
the most distinguished Byzantine scholar in the country should 
have to employ the resources of his scholarship upon the out- 
pourings of this guttersnipe of a demagogue, this criminal against 
civilisation who became the dominating figure in contemporary 
world-politics. And very nobly has Professor Baynes accom- 
plished his allotted, his sickening task. Nearly two thousand 
pages of lies and half-truths and near- “truths, of a most cunning 
trickery and sleight of hand in argument, of the relentless re- 
iteration of the idées fixes of an illiterate of genius, of the remorse- 
less logic of an obsessed spirit, in this case a power-fiend; and 
yet this is a document of the highest importance for the politics of 
our time and the understanding of them. (What a comment on 
our time!) Even more important than Mein Kampf—provided 
that you have the political intelligence, the psychological nous 
to interpret the speeches aright. Otherwise, for the politically 
uneducated, quite possibly dangerous. One derives some con- 
solation from Pitt’s reflection that Godwin’s Political Justice at 
three guineas a time could not do much harm. These volumes at 
50 shillings, with 150 pages of bibliography, are fortunately not 
a book for the people. It is a dreary thought that they give us 
some indication of what to expect in the shape of the immense 
libraries that the future will accumulate around the personality 
of this man, as of Napoleon; whatever his end will be, there is no 
doubt that he has cut a figure in history! The people who under- 
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estimated him were always fools, and did a great disservice to this 
country, and indeed humanity, into the bargain. 

It will be seen that it is impossible to review the content of these 
volumes in the ordinary way: that would be, alas, to write the 
history of Europe in the last twenty years. It will be more useful 
to give some general indications of their character, and the light 
they throw on Hitler’s mind and methods. The speeches of great 
orators, from Demosthenes to Churchill, have usually been great 
literature, full of eloquence, noble sentiments, flights of fancy, 
flashes of humour. Not so with the speeches of Hitler: from the 
point of view of zsthetic tone and colour, they are like mud— 
grey like the field-grey of the unending battalions of German 
soldiers whom he has sent marching to their death. In all these 
two thousand pages there is only one joke, and that presumably 
unintentional, where he says that ‘‘ To be a German is to be clear.” 
In this waste land, this desolation, there is not a grain of humanity, 
not a vestige of any fineness of sentiment, of any generosity of 
feeling. And yet to go through it is a most powerful experience. 

In what does its power reside? In the sheer power of cunning 
and remorseless argumentation. It is like a rat gnawing away 
the heartstrings of civilisation—or rather like a gimlet ceaselessly 
boring away, in both senses of the word “ boring.” If you are 
not exceedingly tough mentally, you are liable to be worn down 
by it; and when you hear for the 119th time that Germany was 
not defeated in 1918, but stabbed in the back from within, you 
may assent from sheer weariness and fail to note in the margin 
“A lie,” as in duty bound. Then again, if you are not already 
wise as to the absurdity or even the criminality of the clichés and 
assumptions, or do not spot the reservations in Hitler’s mind, 
you may be utterly subverted by the ceaseless twisting of the 
argument—often so continuous and so subtle that only a logician 
or a politician could put his finger on it. In twisting and lying 
Hitler is an arch-artist, and his patience inexhaustible. Who else 
could put across a working-class audience, for example, the lie 
that the social democrats were the enemies of the workers and 
that the socialists were the catspaws of capital; while at the same 
time offering himself to the capitalists as the most effective way of 
making contact with the masses, 7.e., breaking down their means 
of defence, trade-unions, co-operative movements, democratic 
political parties? A whole anthology of flagrant lies could easily 
be collected, of the order of: ‘“‘ The German Government have 
assured Belgium and Holland of their readiness to recognise and 
guarantee these States as untouchable and neutral regions for all 
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time.” There were similar assurances all along to Poland and 
Czecho-Slovakia. Nor should this be surprising from one who 
declared long ago that “‘ People will believe any lie, provided it is 
one big enough.” The surprising, and disastrous, thing is that 
there were people high up in every country in Europe prepared to 
believe him. They acted as stooges in the process of “‘ softening 
up,” when they were not conscious agents. 

What strikes one more forcibly in reading the speeches through 
as a whole is the blatant, and unblushing technique of Bait. 
On every page in Vol. II, devoted to Foreign Policy (and one 
remembers Otto Strasser’s saying that it was foreign policy 
essentially that interested Hitler), there is a bait offered to Poland, 
then one to Italy, next bait for Austria, bait for Great Britain. 
It is very astonishing that our political leaders did not see through 
so obvious a technique. But it is combined with a more remark- 
able characteristic : an infallible flair for finding out the specific 
weakness of his opponent and appealing to that. With the 
Poles, their fear of Russia is played upon; with the Italians, their 
naive desire to be regarded as a great Power; with the French, 
their deep fear of another war with its drain on French blood; 
with the Anglo-Saxons, their weakness for fair play, combined 
with the apprehensiveness of business leaders that German debts 
might not be paid. And always and everywhere with the pro- 
pertied classes the fear of Bolshevism is played upon. It was 
that more than anything which made them play his game and 
allow him to ruin Europe—for which there will be an almighty 
reckoning. 

As to content, there is one very striking thing which is enforced 
upon one, especially by the early speeches, which are the most 
revealing :—namely, that Hitler has always been a man of the 
Right. The whole world of his ideas from the beginning has been 
that of German Nationalism, brutalised and debased by the 
racialism of Houston Chamberlain and Rosenberg. The gods 
he has always worshipped are Frederick the Great and Bismarck : 
his mental world is fundamentally theirs, the pursuit of German 
power, the use of ruthless aggression, lying, fraud, trickery, 
violence in order to attain its expansion. Success in war is his 
only standard by which to evaluate human action, the only test 
he recognises in history. It is a nightmare view of the world. 
But one must never forget that its exposition in these countless 
speeches appealed with tremendous force to the Germans; they 
have supported him all the way; nor is it surprising, for what Hitler 
thinks and has done represents the culmination of the specific and 
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characteristic tradition of modern Germany. Then, too, he has 
never had the slightest inkling of the strength of the case for 
socialism: that the aim of bringing the economic resources of 
communities under public control is to level up general consuming 
power and so to diminish the conflicts of modern society and make 
for international co-operation. With him the whole object of 
gaining control of the resources of the State is not to increase the 
consuming power of the people but to direct those resources into 
increasing power for aggression, gaining ever more lebensraum 
at the expense of others, the insatiable pursuit of power. Then 
he has the effrontery to call this socialism, which he equates with 
nationalism. In fact there is one thing dominant in his mind— 
the craze for power, which answers to something deep in the 
German people. 

If we had had something like these volumes with us before, 
we might have been warned. But they are not too late to be of 
the highest service—in prosecuting the war, in steeling our 
resolution to defeat such barbarism, such a crime against civilisa- 
tion and humanity, and in making a peace free from illusions to 
safeguard the future. The work of editing is a masterpiece of 
which English scholarship may well be proud. The only word of 
criticism I have may seem a little ungracious: Professor Baynes 
is such a scholar and gentleman that in translating from the 
German he loses something of the force and vulgarity, the mean- 
ness and abusiveness of this natural denizen of the gutter and 
doss-house whom he is rendering: he gives him more than justice 
and makes his language rather less revolting and somewhat more 


reasonable than the original. 
A. L. Rowse 
All Souls College, 


Oxford. 


A History of the Straw Hat Industry. By Joun G. Dony, Ph.D. 
(Luton: The Leagrave Press, Gibbs, Bamforth & Co., 
1942. Pp. 219, with maps, photos, statistical tables, biblio- 
graphy and index. 10s. 6d.) 


Proressor HxaTon has already written to me from America 
saying that the photos alone in this book are worth more than 
the price of it; and it would be hard to find a more satisfying 
piece of local history. The workmanship is excellent. The writer 
knows his subject from A to Z, and, what is more, knows enough 
economic history to appreciate the points which will interest the 
historian who is thinking on more general lines. We may not in 
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England have produced as yet a general economic history, and 
when we do let us hope that it will be better than Weber’s. But 
economic historians, as they read each other’s monographs, cannot 
but recognise a growing body of common interest and fruitful 
analogy, and thus feel that they are adding to the volume of 
precious fluid, which one day will solidify. 

This book is largely concerned with Luton, as one of the two 
towns, the other being Dunstable, which is associated with the 
straw-hat industry. It grows towards the end of the eighteenth 
century from a local to a localised industry. Straw-plaiting is 
of Tuscan provenance, and for long the English product was 
inferior, but the protection given by a generation of war, and 
incidentally some technical assistance from French prisoners, 
allowed it to go forward on its own merits. It was an industry in 
which women were the main workers. Plaiting was a rural 
occupation, and it attracted, of course, the attention of Defoe, 
that arch exponent of fullemployment. To Arthur Young it was 
interesting as a source of earnings which kept down the poor rates 
and at the same time did not hurt agriculture itself, but there 
are grim pictures of the social consequences of too much subsidiary 
employment when the earnings were wretchedly low—‘‘ busy 
homes; but vacant minds, dirty cottages, neglected children and 
illegitimate births.” It was also closely associated through the 
Plaiting Schools with the history of education and factory legisla- 
tion. The Society for Bettering the Condition of the Poor and 
one William Corston, a plait-dealer of Ludgate Hill and friend of 
the educationalist Joseph Lancaster, enter frequently into its 
history at the beginning of the nineteenth century, but there are 
few years and few economic incidents in its history which do not 
add to our general picture of occupational life in nineteenth 
century England. 

The tariff played a great part in its fortunes. First of all it 
had to resist the efforts of the felt-makers to prohibit its use, and 
in this it succeeded on the ground that by 1700 it was now an 
employment for “ time out of mind.” In the nineteenth century, 
in the time of Huskisson, reduced duties on the raw materials, 
improved the volume of the industry and down to 1870, straw- 
plaiting and the making of straw hats, notably ladies’ hats (men’s 
straw hats appear to have been called “ boaters ”’ for a long time 
back), was a prosperous combination, which was little affected 
by machinery, save for a very early machine, the straw-splitter 
around 1800, which multiplied the effectiveness of handicraft. 
But free trade in the end was fatal to straw-plaiting since it led 
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to cheap oriental plait first from China, and then from Japan, 
which mastered, we are told, the straw bleaching process in 1908. 
British commerce profited, for much of this cheaper plait passed 
through British houses for sale in England or re-export to the 
Continent. But the local English industry suffered and finally 
died. 

The straw-hat industry itself also benefited, until a change 
of fashion compelled a switch to felt and other things. As in 
numerous other industries, the structure of the hat industry was 
multiform, especially if one takes the whole industry, and that 
meant Luton plus Dunstable and the villages around. Small 
and large firms flourished side by side, Luton especially having 
many little men. Workers do not appear to have been tied to the 
merchant either for material or supplies. There was little truck 
in the industry (which is still noticeable by its absence), and yet 
no trade unionism. The Factory Acts did not apply till 1867, 
and then were hard to enforce, especially in the so-called plaiting 
“ schools.” 

The industry was localised in Bedfordshire before the age of 
railways, the excellence of the local straw being the original cause. 
But a map (facing p. 113) of railways in the plaiting country shows 
how well they were served for their main market, which, of course, 
was London; and here there were two main outlets: the whole- 
sale outlet in the city and the select West End store trade, which 
brought them into millinery and finally brought some of London’s 
millinery to Luton—adding one more to the list of industries 
which London has shed to the provinces whilst all the time getting 
new industries for itself. 

In the nineteenth century ladies’ bonnets were the bulwark of 
the trade, and the bonnet changed from an individual luxury of 
my lady to a head-gear for all and sundry. The sewing machine 
‘was the crucial invention of the middle nineteenth century, and 
in the twentieth Luton Corporation, by its enterprise in supplying 
extremely cheap electric power, allowed the industry in its power 
stage to be decentralised in little homes, though not to the 
exclusion of large factories. 

The author barely touches on what is probably the most un- 
expected feature of the story—namely, the way in which an 
industry, always the sport of season and fashion, has now been 
threatened by the fashion of wearing no hat at all. It is to-day 
uncouponed, a solitary but for itself depressing distinction. The 
photos to which in particular Professor Heaton refers give the 
fashion in ladies’ hats from 1700 to 1940. They are a chapter of 
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economic history by themselves, or rather they are the material 
from which an imaginative artist could write a chapter. I note, 
for example, the fashions of the Napoleonic War, how by contrast 
with pre- and post-war models the hats of that period were much 
smaller and, to my taste at least, more attractive. Was this an 
economy of material and the first symptom of the final economy 
of no hat at all? No one, man or women, who takes up this book 
will put it down before they have read the whole of it, the text, 
the footnotes, the maps and the illustrations. Dr. Dony deserves 
our congratulations. 


Cambridge. 


C. R. Fay 


The American Maritime Industries and Public Policy, 1789-1914. 
By J. G. B. Hurontns. (Cambridge, Mass.: Harvard 
University Press (Oxford University Press), 1941. Pp. 
xviii + 627. 30s.) 


Tuts is a very full and satisfying book, well documented and 
well arranged, and one leaves it with the feeling that, though 
there may be scope for future monographs on particular aspects 
of the subject, and notably in the sphere of the events leading up 
to the opening of the Panama Canal, yet the general picture of 
American shipping from early times down to 1914 has been 
definitively written. We have nothing for England on a similar 
scale, and it is a challenge to some scholar to displace by a work of 
this sort the prosy volumes of W. S. Lindsay (1874). Mr. Hutchins 
is equally strong on the technical and organisational sides of his 
subject. I found of particular interest the sections on the 
organisation and technical methods of wooden ship-building in 
the early days and the development of American naval architecture 
in the middle of the nineteenth century. It is in large part a 
history of a Decline and Fall, consequent partly upon material 
changes, such as the supersession of wood by metal, and partly 
upon mistaken policy. The author distinguishes rather sharply 
between the ship-building and shipping interest, and shows how 
the reluctance to grant American registry to foreign ships aggra- 
vated the transition from sail to steam. He rightly disputes the 
view that the fading away of the American mercantile marine 
after 1860 was due purely and simply to the greater profitableness 
of inland enterprise. American shipping was at this time faced 
with problems which would have been hard to surmount even if 
there had been no counter-temptation. Not only was the stock 
of suitable timber in increasingly short supply, but also the techni- 
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cal optimum of the wooden sailing ship was finally reached at a 
tonnage far below that at which the metal ship could be most 
economically constructed. When England removed her Naviga- 
tion Laws in 1849, she did it in the spirit of free trade, but free 
trade was not inconsistent with a policy of mail contracts to 
steamship lines, and this was a case of helping forward a winning 
programme. America by contrast, after the Civil War, became 
increasingly protectionist, and this meant that in shipping she 
protected the type of vessel that was in the end to disappear, and 
handicapped by duties on iron and steel the adoption of metal, in 
part or whole, as a ship-building material. But it is, nevertheless, 
true to say that her policy was land-minded, and that even in the 
protected coastwise shipping the shipping interest was subordin- 
ated to the railroad interest, so that, as with canals in England, 
the railroads controlled, and sometimes starved, the coastal 
traffic in their own interest. 

The story of the old colonial shipping and of the great shipping 
booms in the middle of last century—the North Atlantic packets, 
the cotton carriers, the whalers, the clippers to California taking 
out miners, and the clippers to China bringing home tea to Lon- 
don and New York—s told in dramatic detail. From Chesapeake 
Bay to the Canadian boundary, with the centre of gravity shifting 
north to the state of Maine, there was a great hive of ship-building 
industry, free, local and highly competitive, which gradually 
exhausted its local supplies of white oak, live oak, and other 
necessary woods, until nothing remained except a local supply of 
skilled labour. Parallel to this was the gradual deterioration in 
the quality of seamen, as, to reduce costs, foreign crews were 
increasingly employed. 

But although the story is in large part one of decline, yet it is 
fascinating to observe how often the industry fought back in 
terms of its old qualities. Of this feature, as we see in the last 
chapter, the great wooden schooners, with their remarkable 
economies in man-power and their adaptability to the heavy 
coasting carrying trades, afford a notable example. As in eight- 
eenth-century England, so in late nineteenth-century America, 
coastwise carriage of coal supplied the prime freight. 

In a book which for diversity and thoroughness rivals Pro- 
fessor Nef’s British Coal Industry, it is difficult to draw attention 
to all the distinctive features. I found of peculiar interest the 
following: the influence of communications on the location of 
industry ; the evolution by specialisation of a shipping, as distinct 
from a ship-building, industry; the inability of financial interests 
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to replace by purchase of control the unified driving power which 
belongs to an industry that is well served either by its own leaders 
or by the State; the variety of sailing patterns throughout the 
decades, the old trading triangle, the later triangle with the 
coastal leg going south to the Gulf states for cotton, the modern 
steamship lines to and from fixed ports; and finally the new 
“‘ technique ”’ (to employ a word which our author greatly favours) 
of State aid to the shipping industry, with contracts and bounties 
taking the place of the old mercantile monopolies and differential 
duty rates. Though primarily concerned with the United States, 
this book, when dealing with steam shipping, is so full on other 
countries, such as France, Germany and Great Britain, that I felt 
some disappointment that the references to the Canadian Mari- 
times are so brief; and I should have enjoyed also a fuller account 
of the inland navigation on the Mississippi and the great lakes, as 
well as some treatment from an American standpoint of the prob- 
lem of the St. Lawrence. But this is only saying that I would 
have liked a big book of six hundred odd pages to be even bigger. 
It is a distinguished addition to a distinguished series. 
C. R. Fay 

Cambridge. 


Sea Power and British North America, 1783-1820. By G. 8. 
GRAHAM. (Cambridge: Harvard University Press (Oxford 
University Press, 1941. Pp. xii + 302. 20s.) 

Colin Robertson's Correspondence Book, September 1817 to September 
1822. Edited by E. E. Ricu. (London: Hudson’s Bay 
Record Society, 1939. Pp. cxxxi + 372 + xi.) 


Mr. GRAHAM’s book is a period study, 1783-1820, and divided 
into four parts: The Nursery for Seamen; The Breakdown of the 
Self-Contained Empire; The Functions of the Staple Trades ; The 
Challenge of the United States. It is thus a combination of 
economic policy and economic evolution as measured by the 
growth of shipping and trade in leading commodities of export. 
Its particular value consists in the way in which the two sides are 
correlated. How much does policy really count? In this period 
the biggest fact was the existence of war. In some theatres war 
aided American shipping and commerce, but in others, and 
especially when America in 1808 embarked on the policy of non- 
intercourse, it impeded American enterprise and gave an artificial 
stimulus to the maritime enterprise of Nova Scotia and New 
Brunswick. Could this advantage be perpetuated into an era of 
peace? Could the Maritimes be made to take the place of New 
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England? The final answer was “no,” and Mr. Graham con- 
vincingly shows that the natural advantages of the United States 
in the West Indian trade ensured final victory to the new republic. 
British statesmen dreamed of a great trade triangle reserved to 
British commerce—British North America—British West Indies— 
Great Britain, but the immaturity of Canada and the urgent needs 
of the West Indies made this incapable of realisation. Indeed, 
argues Mr Graham, even in the eighteenth century the Atlantic 
trade triangle was relatively unimportant. More important was 
the direct trade between American and West Indian ports, oper- 
ated on the “ shuttle system ”’ with two or three return voyages 
every year. In vain after 1815 Great Britain tried to check this 
direct trade. There was retaliation and counter-retaliation until 
finally America gained freedom of commercial access. But in 
another field war gave a permanent stimulus to Canadian develop- 
ment, and this was the demand created for Canadian timber by 
the temporary loss of Baltic supplies. This put both the Maritimes 
and Canada (7.e., Ontario and Quebec) on to the road of agricultural 
and industrial expansion in terms of lumber and wheat—of 
wheat grown on the lands cleared of timber. 

To Canadian students this book will be of interest for the 
contribution which it makes to the great new literature which is 
appearing in the field of economic evolution based on the study 
of transport and export staples. Thus Part I of Mr. Graham’s 
book gives the Canadian version of R. G. Albion’s Forests and Sea 
Power. Part II dovetails with D. G. Creighton’s Commercial 
Empire of the St. Lawrence, 1760-1850. Part III adds to the list 
of commodity studies in which Mr. Innis pioneered the way with 
his volumes on the Fur Trade and the Cod Fisheries. Part IV 
serves as prelude to the recent study of the Reciprocity Treaty of 
1854 by Mr. D. C. Masters (1936). 

Canada is a Dominion stretching from sea to sea, and the St. 
Lawrence is the great water link connecting east with west. The 
west, and after 1783 this for Canada was the north-west, was the 
domain of the Hudson’s Bay Company, and therefore to fill out 
the story we have to study the Records of the Hudson’s Bay 
Company, of which one more sumptuous volume is now available. 
The period of the volume is that of Mr. Graham’s study and centres 
upon the union of the North-West and Hudson’s Bay Companies 
in 1821. Colin Robertson, the author of the letters here repro- 
duced, was an old servant of the North-west Company, who trans- 
ferred his allegiance to the Hudson’s Bay Company, and from a 


study of his letters and the scholarly introduction written by the 
No. 209.—voL. Lit. H 
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editor, Mr. E. E. Rich, we see how the amalgamation of 182] 
brought into the combined companies the capacities and points of 
view of both—the St. Lawrence outlook based on intimate know- 
ledge of the interior and close commercial dealing, and the Hudson 
Bay outlook resting on the Hudson Bay, less enterprising inter- 
nally, but having a greater fundamental strength, because of its 
contacts with industrial Britain, and furthermore a reserve of 
power which enabled it to preserve its great domain against the 
time of confederation when the fur trade handed over its 
sovereignty to the free settlers of a new grain-growing and 


mineral west. 
C. R. Fay 


Cambridge. 


Octavia Hill: A Biography. By E. Mosperty Bey. (London: 
Constable. 1942. Pp. xvii + 297. 145s.) 


My first recollections of Octavia Hill go back to the days when 
I was at school at Summerfield, then run by Mrs. MacLaren. My 
feelings for Aunt Octavia were very much the same as those we 
boys had for “ Missus”: a mixture of awe, admiration and 
affection. She was very much a courtesy aunt, for her youngest 
sister had married my father’s younger brother; but her devotion 
to my grandfather and her liking for small boys more than made 
up for any lack of consanguinity. In those days she lived at the 
school managed by her sister in Nottingham Place, and she used 
to take me for walks in Regent’s Park close by and tell me stories 
of the poor girls whom she, as a girl, had taught to paint on glass. 
The ragged children, without shoes and stockings, then a common 
sight in the park, served as a text, and she impressed on me 
that it needed only sympathy and will to make them decent. 
“‘ Remember that everyone with whom you may have to deal isa 
human being,” was the usual moral of her stories. 

It was when I became a London schoolboy and she and Miss 
Yorke had their country cottage at Crockham Hill that I really 


got to know her. My father, at that time, was often abroad. 


campaigning, and my mother and the rest of the family were much 
in Ireland with my Irish grandparents, so the lonely schoolboy 
was asked for week-ends to Crockham Hill. Miss Yorke had 
planned the cottage as a place of rest, for Octavia was very much 
overworked and had had more than one breakdown. But business 
first was Octavia’s motto through life, and neither she nor I was 
allowed to dissipate until we had both done our home-work. Her 
housing schemes were then in full development, and her home- 
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work usually consisted of housing accounts. The information 
that she had begun to keep the accounts for her working girls at 
the age of thirteen was an obvious suggestion that it was time for 
me to take a hand, and this soon became a recognised job for me. 
She insisted that all the tenants, as part of their education in civics, 
should have a statement showing just how much of the rent went 
in rates, taxes and repairs. I suppose she inherited her sense of 
the importance of strict accountancy from her banker father ; 
certainly never a penny was spent on any of her schemes which 
had not its place and would not give an account of itself. She 
always insisted that decent housing was a business proposition and 
would give capital a reasonable return. I have been grateful 
for the training she gave me, for my family was hopeless 
at accounts, while to-day I still enjoy them, though I have 
accountants of my own. 

Those visits to Crockham Hill were often shared with one of 
her property-managers who had come down for a breath of country 
air and a talk over problems. Those property-managers always 
seemed to me to be, next to her own unflagging spirit, the secret of 
Octavia’s housing campaign. They were carefully picked, and 
until her schemes grew too big for direct personal control, were 
trained by herself. Their real business was not rent-collecting— 
though the punctual payment of rent was insisted on, a bargain 
was a bargain—it was teaching the tenants decency and cleanliness. 
A common problem for property-managers to discuss was bugs. 
Iimagine that in those days insecticide appliances were not so easy 
to come by as they are to-day. I remember being much impressed 
by a property-manager, who was a very pretty girl, telling us that 
after one of her rounds she had, when she got home, found five 
bugs in her clothes. 

None of these experiences shook Octavia’s faith in the desire of 
the poor to be decent, when they were shown how to be decent. 
She was furious with those who said that the poor liked to be 
dirty and would put coals in baths if they were giventhem. Talks 
at Crockham Hill left me with the conviction that bad housing 
was the root cause of most social evils, that, given the will, it was 
an evil which could be remedied, and that it was good business to 
remedy it. The chief characteristic of Octavia’s philanthropy 
was that it was thoroughly business-like; in fact, she had little 
use for any philanthropy which was not. All that she taught me 
and others in the eighties is accepted to-day ; but it was revolu- 
tionary stuff then, and, like most revolutions, it owed its success 
to the spirit behind it. 
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What have these reminiscences of a great lady to do with Miss 
Moberly Bell’s book? Just this : every one of the characteristics 
of Octavia Hill which I have rudely sketched is presented in this 
book with the skill and judgment of an artist. Miss Moberly Bell 
has made Aunt Octavia live again for me. It is the story of a 


great Victorian fighting for a great cause. 
F. MAURICE 


Queen Mary College. 


An Economic History of Athens under Roman Domination. By 
Joun Day. (New York: Columbia University Press, 
1942. Pp. xii + 300. $3.50.) 

Tuts book, by a pupil of Professor Rostovtzeff, is to be recom- 
mended for both positive and negative reasons. The author has 
collected for the first time a complete and indispensable store of 
facts about the most interesting city of the second order of magni- 
tude during the Hellenistic and Roman periods. Athens—with 
its inhabitants ekeing out a modest living from schools, temples 
and universities, from retired officials and business men of the 
whole Mediterranean, from tourists who admired the monuments 
of a glorious past, attended the numerous religious festivals, and 
gave employment to artists who copied the works of Classical 
masters—is perhaps comparable with Jerusalem, Venice, Heidel- 
berg or Weimar in the nineteenth, and Vienna in the twentieth 
centuries. As to the treatment, there is little to criticise in this 
excellent survey, save that the coin evidence has not always 
been correctly interpreted, the author’s statistical observations 
are occasionally open to criticism, and his interpretation of some 
of the Greek inscriptions is not to be regarded as final. 

Nevertheless this book is not a wholly satisfactory economic 
history. Professor Day has obviously not devoted sufficient time 
to the study of economic theory and to medieval and modern 
economic history. He interprets his facts more in the light of the 
general history than from the well-known economic and social 
changes either of his own period or later analogies. The economist 
who reads this book has therefore occasionally the attractive 
opportunity of being able to interpret facts of which he reads more 
convincingly than Professor Day. 

I give two examples. A convincing observation by a dis- 
tinguished American numismatist is noted on p. 269 f. without 
comment that the evidence of coin hoards found in Attica shows 
that Athens after Diocletian almost exclusively made use of trade 
routes which ran north or south through the Eastern Mediter- 
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ranean, and that the town’s connections with the Late Roman 
West were irregular and without importance. The reason for this 
phenomenon is well known. Sea trade was profitable in Late 
Roman times only if state freights could be obtained by the 
captains in addition to private merchandise, mostly expensive 
luxury products for small circles of buyers. The grain route 
between Alexandria and Rome was therefore preferred, and 
the route from Corinth to Italy ceased to be profitable and fell 
almost into disuse except for the imperial mail. 

Similarly facts are reported on p. 245 without much comment 
which actually allow far-reaching conclusions on the development 
of banking in Hadrianic Athens. We hear that the will of Herodes 
Atticus provided a yearly rent for each Athenian; but when the 
heirs collected their legacy at the banks, the debts their fathers 
and grandfathers owed to the testator’s family were deducted, 
and as a result some had even to pay out rather than to receive. 
We here have to conclude that the Atticus family, like other 
Roman capitalists, invested a considerable capital by lending it 
in small portions to reliable borrowers, as was done in the days 
of the Hanse. Debtors and heirs were often identical, because 
much capital had been invested in Athens. If the executors of 
the will wanted to find the money required for the considerable 
bequests, they had obviously to call in all loans, as modern execu- 
tors would sell stocks. Interests from such loans were usually 
paid through banks ; new accounts were opened for each inheriting 
Athenian, and his debts to the Atticus family booked against his 
credits and deducted beforehand, methods of book-keeping well 
known from Greece and Rome. Visitors to Athens will recall the 
remains of many public buildings erected by the Atticus family. 
We learn here, as Professor Rostovtzeff has proved for other 
regions, that it was exploitation of little men by usury which 


made such munificence possible. 
IF. M. HEICHELHEIM 
University College. 
Nottingham. 


Attic Red-Figure Vase-Painters. By J. D. Brazitey. (Oxford : 
Clarendon Press, 1942. Pp. xii + 1186. 63s.) 


PROFESSOR BEAZLEY has been able to attribute about 16,000 
Attic painted vases to their actual makers, most of them without 
visible painter’s signature. This achievement is of the utmost 
importance for the economic history of Classical Athens. High- 
class pottery was one of the main Athenian industries from the 
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sixth to the fourth century B.c., and an index of “ proveniences ” 
in this book shows that Athenian vases were exported throughout 
the immense territories from Iran to Spain and Gaul, and from 
South Russia to North Africa and Nubia in a circle widening from 
century to century. 

Conclusions can be drawn as to the size and organisation of the 
individual workshops, an exception for ancient economics. 
Combined signatures of potters and painters on vessels show us 
how shop-owners employed ten or more vase-painters at the same 
time, how these painters changed workshops or were even able to 
save sufficient to establish independent shops, how successful 
designs were imitated by other shops in keen competition, how 
the export regions differed for different shops, and how finally 
local imitations won the markets of the Athenian “ china ” of 
Classical Greece. 

This catalogue does not make dry reading. Out of it economic 
maps could be elaborated to show, for each period, the extent and 
direction of the Attic vase export, and of that of the larger work- 
shops, and they might be compared with similar maps for the extent 
and direction of Attic coin hoards. If, in addition, the earliest 
and latest Athenian painted vases and the bronze and iron crafts- 
manship and exports from classical Athens could be explored with 
similar care (the latter is a field almost untouched by archeologists 


hitherto) sure foundations could be laid for classical Greek econo- 
mic history, such as do not yet exist. 


F. M. HEICHELHEIM 
University College, 
Nottingham. 


Reflections on Government. By E. Barker. (London: Oxford 
University Press, 1942. Pp. xvi + 424. 21s.) 

TuIs is a very interesting book, a candid examination of the 
fact that after a century of democratic progress there is evident 
a revolt against it, in Italy, Germany and Russia. What is the 
nature of the revolt? What are the forms it is taking? What 
are the causes of this ? 

Democracy is the form of political liberty. Are we to take it 
that men do not want liberty? That is, that they do not want 
to determine themselves, but are content to be determined, 
either by one man, or to be under the absolute authority of the 
group ? 

Professor Barker very justly points out that it is clear that 
the conception of the importance of the individual personality of 
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the leader has been developed in Russia, in Italy and in Germany, 
until it has almost seemed that in these great societies the 
authority of the leader is supreme, and has been substituted for 
the authority of the society as embodied in the system of Parlia- 
mentary representation. 

It is true that this has not greatly affected those countries, 
like England and the United States, which have a long tradition 
of self-government, and that in France the impression of the Great 
Revolution is still alive; but the fact of the change in the other 
countries is evident. We cannot speak of the tradition of 
Democracy as triumphant as we should have done a little time 
ago. 

, Professor Barker in three excellent chapters discusses reforms 
in the methods of domestic administration, and in the last chapters 
examines the characteristics of the new systems in Russia, Italy 
and Germany. 

One of the most important parts of the book, however, is 
perhaps his treatment of the foundation of democratic govern- 
ment in the party system, and the “ freedom of discussion ” upon 
which it is founded, and he contrasts this with the absence of 
discussion in the new systems. He traces the development of 
this discussion from its unorganised form among private citizens, 
through the electorate, and Parliament, and in the Cabinet itself. 
It might seem as though, when the electors have given their votes 
and have thus determined which party it is which is to have the 
supreme power, discussion ceases; but this is not so, for dis- 
cussion is continuous and has great weight in Parliament, and 
even in the Cabinet. 

The constitutional system of this country is not merely a 
mechanical counting of heads, but every stage of legislation and 
of executive action continues to express the results of an open 
discussion. The Cabinet has no doubt an immense power, but 
this is continually checked by the disputes and criticisms which 
are continually going on in the whole community. The analysis 
of this factor in determining the action of the whole community 
is very valuable. 

The third part of the book consists of an examination of the 
principles and origin of the system of single parties, such as we 
find in the Governments of Italy, Russia and Germany as 
alternatives to democracy. 

The last part of the book surveys in general, but carefully 
stated terms, the nature of the opposition between the “ authori- 
tarian ’’ forms of society and democracy, and indicates the answer 
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which democracy may make. It admits the failure of democracy 
to carry out its own principles of liberty, equality, and fraternity, 
and points out that the answer which it has to make is that the 
main line of this lies in the more complete and liberal education 
of the whole community. 

The work is valuable both in its analysis of the defects in the 
democratic organisation of the community, and of the actually 
existing organisations of the “authoritarian’’ proposals and 
achievements. 


Oxford. 


A. J. CARLYLE 


Kniga o Skudosti i Begatstve. By I.T.Possosuxoy. Edited by 
B. B. Kafenhaus. (Moscow: Socekgiz, 1937. Pp. 350. 
8 Roubies.) 


PossosHKOv was called by George V. Plekhanov the first 
Russian economist, but it would be more correct to call him the 
first Russian mercantilist, as economic thought can be traced in 
many Russian writings and teachings long before Possoshkov’s 
chief book was written. The Book on Poverty and Wealth, which 
I. T. Possoshkov dedicated, and probably presented in manu- 
script form, to Peter the Great, was written in 1724. In 1725, 
at the age of seventy-three, he was arrested, and died after five 
months of confinement in the ‘“ Peter-Paul’s fortress,’ where 
people were usually tortured “until they confessed to their 
crimes or died.’”’ The main reasons for his arrest are not estab- 
lished even now. He was probably prosecuted for his connection 
with the clergy, who were in opposition to the régime of Catherine 
the First, and for criticism of Government policy, contained in 
his book. 

It was more than a hundred years after his death before the 
first edition of Book on Poverty and Wealth was published in 
Russia in 1842 by Professor M. Pogodin. The second edition 
appeared in 1911. Now a third has been published by the 
US.S.R. 

The gist of the Book on Poverty and Wealth consists of a 
discussion on the origin of poverty and on methods to increase 
the wealth of the nation. Possoshkov did not limit himself to 
the treatment of purely economic and financial problems. He 
discussed them in relation to the whole social-political structure 
of Russia, and analysed the position of clergy, army, gentry, 
tradesmen and peasantry and the réle which they ought to play 
in the creation of the national wealth of the country. 
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In his view, the poverty of the Russian peasants was due not 
only to their own laziness, but to the neglect of them by the Govern- 
ment and to the violence exercised over them by the Russian 
landlords; throughout the whole of his discourse on poverty he 
blamed mainly the landlords for the miserable conditions of life 
of the Russian peasantry. He was of the opinion that neither 
the peasants nor the land itself belonged to the landlords for ever : 


“The landlords do not possess peasants for ever and, 
therefore, they do not care about them. Their direct pos- 
sessor is the Tsar, but the landlords’ possession is temporary 
only. ‘The landlords therefore must not rob the peasants ; 
the latter have to be protected by the Tsar’s decree in 
order that the peasants would be ‘ proper’ peasants, and 
not beggars. Peasants’ Wealth is State’s Wealth.” 


Possoshkov, it is true, did not go so far as to advocate the 
emancipation of serfs, but he developed, in his book, a wide 
liberal programme of reforms concerning the peasantry. 

In the sphere of foreign trade he was against imports of 
foreign luxury goods and advocated the creation of a strong 
guild of tradesmen who would be able to withstand foreign 
competition. Particularly he did not like the Germans, who, 
according to him, “ bring us to poverty and enrich themselves 
at our expense.” 

In the sphere of internal trade he was against the participa- 
tion of noblemen and those peasants who were acting on behalf 
of and in the interest of noblemen in trading activities. He 
advocated, endorsing the mercantile policy of Peter the Great, 
the prohibition of export of silver money. He did not mind if 
the gold coin—tservontsy—went abroad, as gold was hardly used 
in internal trade. In addition to this, he insisted on the develop- 
ment of production for export of finished goods and to reduce the 
export of raw materials. Amongst other things, he recommended 
the introduction of monopoly of foreign trade : 


“Our Government and our tradesmen must see that we 
do not buy unnecessary goods from abroad, but only those 
which we do not produce ourselves and which we cannot do 
without. 

“Tt does not matter if foreigners do not bring us their 
googts at all. We can do without them, but they cannot 
live without our goods even for ten years. It would be 
therefore more appropriate to us to dominate them, than 
for them to enslave us.” 


All prices, according to Possoshkov, should be fixed, and 
must not be reduced under the pressure of foreign tradesmen. 
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If the latter will not buy the Russian goods at the fixed prices, 
the Russians must not buy theirs either, and they will have to 
take their goods back. Next year, if they want to buy the same 
goods, prices for them have to be increased by 10 per cent. and 
so on. 

“The foreigners bring us their goods at a very high price 
and instead of ‘ material’ goods sell us all kinds of drinks, 
after drinking which we only pass more water and become 
sick; if they bring glassware to us we break it very soon 
and throw it away. We could ourselves supply foreign 
countries with glassware if we built five or six glass factories. 

. We must not buy soldiers’ woollen cloth from 
foreigners, but must produce our own and fix an even higher 
price for it.” 


Possoshkov recommended also the development of production 


of linen at home and the selling of it abroad, instead of exporting 


flax and hemp. 
As already mentioned, Possoshkov did not like the Germans 


very much. 


“We must not listen to all the Germans say who bring 
us their rubbish and advertise it too much in order that we 
should buy more from them. 

“We must not buy German and Persian silk handker- 
chiefs, which are very dear and on which the State loses 


about 20-30 thousand roubles every year by their purchase. 
“Tt is much better to wipe your nose and the sweat from 
your face on your own linen handkerchief than on a foreign 
silk one: Silk handkerchiefs are only for swank and for the 
enrichment of foreigners.”’ 
S. P. Turin 


Oxford. 





II. GENERAL Economics 


Fiscal Policy and Business Cycles. By Atvin Hansen. (Lon- 
don: Allen and Unwin (New York: Norton & Co), 1941. 
Pp. 462. 18s.) 


Tuis is the most instructive and illuminating book yet written 
on the problem of Full Employment as it affects twentieth-century 
America (and only to a slightly lesser extent, twentieth-century 
Britain); and it is very much to be hoped that it will be exten- 
sively read, in circles far wider than those of the professional 
economists. For the striking quality of this book lies not only 
in the wide historical perspective in which it places recent events 
and the skill with which factual and statistical evidence is woven ° 
into the theory, but also in its simplicity of presentation, which 
has never been equalled on this subject. Professor Hansen 
combines analytical powers of the first order with a lucidity of 
exposition which is almost unique among economists. 

The logical arrangement of the various chapters is unfortun- 
ately not the best; Parts III and IV, which deal with the wider 


theoretical issues, ought really to precede the interpretation of the 
history of the nineteen-thirties, given in Part I, and the excellent 
analysis of the development of fiscal policy in Part II—though 
one can sympathise with the author’s desire to leave the main 
conclusions, which follow from the analysis, of Parts III and IV, 
to the end. 

The basic theoretical distinction Prof. Hansen makes is that 


ce b 


between a “ circular-flow-economy,”’ where consumption equals 
net income, and a “dynamic economy,” where the institutional 
framework of production and distribution is so adapted that 
full employment-income requires a considerable amount of new 
investment. It is the “ circular-flow-economy ” which exhibits 
the characteristics of the “stationary state” of the classical 
economists, and it is on this type of economy that the neo- 
classical theories of economic equilibrium are (implicitly or ex- 
plicitly) based. A “circular flow-economy ” can maintain itself 
indefinitely ;1 a ‘‘dynamic economy,” on the other hand, 
has a constant tendency to run down like a clock, to restrict 
income and employment to whatever level is necessary to make 


; ? Though for reasons stated below, I cannot agree with Prof. Hansen that 
it would be entirely free from cyclical fluctuations. 
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consumption equal to net income—a tendency from which it is 
only saved by repeated ‘“ windings-up” of the clock; by the 
appearance of fresh investment opportunities, in the shape of 
new inventions, new uses of natural resources, the opening-up of 
new territories and population growth. The classical economists, 
and their modern successors, were the victims of two important 
fallacies in this connection, which led them to overlook the true 
problem of a capital-accumulating society. One was that they 
believed that the stock of unexploited investment opportunities, 
in existence at any one time, was very large in relation to the 
amount that can be invested in a year, so that, even in the absence 
of fresh investment opportunities arising, investment in the form 
of “ deepening ” (i.e., by using more capital per unit of output, 
through the inducement of gradually falling interest rates) can 
go on for a long series of years. Prof. Hansen convincingly 
shows that there was little practical foundation for this belief; 
new investment, both in the nineteenth and the twentieth cen- 
turies was very largely ‘‘dynamic” in character, due to the 
factors mentioned above; in fact, since the middle of the nine- 
teenth century, there was, on balance, no ‘“‘ deepening ”’ at all, 
both in Britain and the U.S.A., the rate of increase of real output 
and of real capital were practically the same, capital per unit of 
output remained constant. The rate of interest was never a very 
important factor either in excluding “‘ extra marginal ”’ invest- 
ments, or in inducing new investments to take place through its 
reduction; there are, moreover, limits below which interest 
rates cannot fall—limits which were closely approximated, if 
not actually reached, in the 1930’s. The picture that as savings 
go on year after year, the rate of interest greatly falls year by 
year, and more and more capitalistic methods of production are 
thereby automatically induced, was a theoretician’s dream, which 
had little relation to reality. 

The other great fallacy of the classical and neo-classical 
economists was in believing that the transition from a capital- 
accumulating society to a “ circular-flow ” economy (necessitated 
by the gradual exhaustion of investment opportunities), can be 
accomplished smoothly; as the rate of interest falls, the motive 
for accumulation gradually disappears, society will consume a 
gradually rising proportion of its income. It was all based on 
the belief that savings are elastic with respect to the rate of inter- 
est. Prof. Hansen shows that the function relating consumption 
to income and thus determining the amount saved out of any 
given income, is one of the most stable economic functions that 
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have yet been discovered; and that it could be only radically 
changed by far-reaching changes in our institutional framework. 
As savings become more largely corporative and “ institutional ” 
(the automatic consequence of business profits and of the existence 
of insurance) they become less and less responsive to anything 
but changes in income. 

Thus in the United States, the relation between income and 
consumption has shown little alteration in the years 1921-39. It 
can be fairly close approximated by a linear function, whose 
equation is? (intermsof 1929 pricesand population) C = 27-5 billions 
+ 0-597 Y, so that net savings are zero with a national income 
of 60 billions, and are about 19 billions with a national income of 
a 100 billions. Since (in terms of 1929 prices and population) 
full employment requires a national income of 90 billions, it 
requires an annual net investment of some 15 billions (in terms of 
1929 prices). Where is this huge amount of investment to come 
from ? 

It is true that the “ widening” of capital provides some 
automatic net investment, where output is rising. But this is a 
strictly temporary thing ; once equipment, etc., has been adjusted 
to any given level of output, it disappears. On a longer view, 
therefore, the whole amount must be provided by spontaneous or 
“independent ” new investment. In the nineteenth century this 
spontaneous investment was provided (not without occasional 
setbacks) from two great sources: from intensive expansion, 
due to new inventions, and extensive expansion, due to population 
growth and the opening-up of new territories, each providing 
about one-half of total net investment. In the second quarter of 
the twentieth century, the sources of “ extensive expansion ” 
practically ran out. Prof. Hansen is willing to concede that new 
technical inventions and innovations will continue to provide, 
in the remainder of this century, as many fresh investment oppor- 
tunities as they did in the nineteenth (though, Hitler apart, 
nothing emerged in the last decade comparable to the railways, 
electricity, or the automobile). But even so, they would only be 
capable of filling half the bill; if chronic under-employment is to 
be avoided, we must still find a substitute for the other half. 

Prof. Hansen is fundamentally an optimist, however, not a 
pessimist. Once the true diagnosis is universally recognised, the 
provision of the remedy is a comparatively minor problem. To 
some extent, the situation can be remedied by changing the 
consumption function through a tax policy designed to encourage 

1 Where C stands for consumption, Y for income. 





110 THE ECONOMIC JOURNAL [APRIL 


consumption and discourage savings. This, however, cannot 
easily be pushed very far. The true remedy lies in the creation 
of a ‘“‘ dual economy ”—a dual production economy, or a dual 
consumption economy, or both. A dual production economy is 
one where part of the system (railways, public utilities, etc.) is 
run as State enterprise, part of it (trade, manufacturing, etc.) as 
private enterprise. This would enable the public sector to regul- 
ate its investments by considerations other than private profit. A 
dual consumption economy is one where the consumption of 
the public out of their earned income is supplemented by con- 
sumption provided for them by the State. It can take the form 
of State additions of money income, in the form of family allow- 
ances, etc., or services partly or wholly provided—such as Govern- 
ment subsidised housing. 

There is only one point in the above analysis where I am not 
fully in agreement. Prof. Hansen believes that at the level of 
income where consumption equals net income, and thus gross 
investment equals replacements, the situation is stable and self- 
perpetuating: “‘income tends to be maintained at a constant 
level” (p. 284). It is, however, most unlikely that a situation 
where gross investment just equals replacements could be stable, 
and that the system could maintain itself at this income level for 
any length of time. For where gross investment is equal to 
replacements, the profits earned on existing capital equipment are 
just equal to their costs of reproduction. Since profit expectations 
are normally elastic, a slight fall in profits below this level will 
make replacements unprofitable; a rise in profits above it will 
tempt the entrepreneurs to expand. In other words, it is just at 
this level that the response of investment to changes in the level 
of income is greatest ; that the “ Acceleration Principle ” operates 
most strongly. This involves unstable equilibrium (because the 
change in investment, associated with a change in income will be 
greater than the change in saving associated with that change in 
income), and owing to this instability, the economic system could 
never settle down to this position, but even under purely “static” 
conditions, would move around it in a regular cycle. Hence the 
business cycle is a feature not only of the “‘dynamic economy,” 
but also of the “ circular-flow-economy ”—though in the latter it 
would be likely to be, of course, of more moderate dimensions. 

This means, however, that “induced widening’’ plays a 
more active réle in business cycles than Prof. Hansen is prepared 
to accord to it. On Prof. Hansen’s view, if I correctly interpret 
him, the ‘“ Acceleration Principle’ only comes into operation 
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after the emergence of fresh investment opportunities have initiated 
the recovery; ‘induced investment” is subsidiary, and subse- 
quent, to the emergence of “independent investment.” It is 
more likely, however, to be the other way round; technical inven- 
tion and innovation is more or less continuous, but its exploita- 
tion awaits an atmosphere of confidence which is the result of 
greater prosperity. 

Indeed, if this were not so, the observed regularity of the 
period of business cycles (already present in the eighteenth century 
as well as the nineteenth and the twentieth) would remain com- 
pletely unexplained. If each boom were caused by a fresh batch 
of “dynamic ”’ investment opportunities, it would be a mystery 
why they should emerge at regular intervals. The importance of 
the dynamic element is responsible for the relative magnitude of 
booms and depressions (whether booms will be strong and depres- 
sions weak, or vice versa); but it is the “induced investment,” 
and not “ independent investment,” which explains the cycle, its 
structure, regularity and duration. 

We have concentrated in this review on a brief exposition of 
Professor Hansen’s general view of the full employment problem, 
and there is no space to do justice to the wealth of interesting 
material, the multitude of stimulating suggestions which the 
other parts of the book contain. In the sections dealing with 
public finance there is a historical analysis of the character of 
public expenditures and of the tax structure, and various proposals 
for budgetary reform. There is an excellent analysis of the causes 
of British recovery in the 1930’s, and of the limited excess of the 
New Deal experiment in America. He shows that if the fall in 
the loan expenditures of the American State Governments and 
local authorities is taken into account (as compared with the 
1920’s), the deficits of the Roosevelt Administration were only 
sufficient to compensate for the fall in public investment, and left 
little, if anything, over to offset the fall of private investment. If 
one thus considers how pitiably small was the net contribution of 
public expenditures towards recovery, it is surprising that the 
New Deal should have achieved the degree of success it had. 


NicHoLtas KaLpor 
London School of Economics. 


The Bank for International Settlements. Twelfth Annual Report. 
April Ist, 1941—-March 3lst, 1942. Basle, 1942. Pp. 226. 


THERE is a gloomy fascination in this severely impartial 
account of the fortunes of the belligerents. Behind the curtain 





112 THE ECONOMIC JOURNAL [APRIL 


of our ignorance the same fundamental economic problems have 
had to be tackled, often similar recipes used, and similar results 
achieved. Thus “although the figures for these two countries 
(United Kingdom and Germany) must not be strained for a 
detailed comparison, it is impossible not to be struck by the 
similarity of the general proportions. In both the total public 
expenditure is higher than the amount available for personal 
consumption; in both the extraordinary contributions from 
abroad covered about the same proportion of the public expendi- 
ture; in Germany domestic disinvestment is estimated at 5 to 
10 per cent. of public expenditure, and, in the United Kingdom, 
at nearly 10 percent. It may be added that, in the two countries, 
about one half of the total public expenditure (central and local) 
requiring domestic finance is covered by current revenue (mostly 
taxation). The conclusion would seem to be that, under the 
conditions of total war obtaining in Germany and the United 
Kingdom, the mobilisation of resources has been pushed well 
nigh as far as is compatible with the limits set by the social and 
economic structure. For other countries too the same condition 
would hold good . . . In 1942-3 the total public expenditure 
in the United States would attain about the same proportion to 
available resources as in other countries which became belligerent 
at an earlier date. Indeed there appear to be certain necessities 
which, so to say, dominate the financial and economic problems 
created by a total war.” 

Despite the handicaps, the Bank has amassed a considerable 
amount of interesting information on foreign exchange relations, 
foreign trade, price levels, gold production and distribution, 
currency circulations, central banking, deposit banking, taxation 
and all the various forms of public borrowing. Each country is 
dealt with separately under the various heads. Thus the docu- 
ment, although lengthy, is condensed, but not so far as to pre- 
clude continuous reading; and the subject matter is intensely 
interesting. 

Only in one place is there a sustained discussion of post-war 
policy (pp. 41-4). The question is raised whether it is desirable 
that foreign exchange rates should be adapted from time to time 
to internal cost conditions. The Report takes the view that if 
the maladjustment amounted to 20% or 30%, a revision of the 
foreign exchange rate would be the appropriate remedy. But if 
it were only one of, say, 10%, the matter would be more doubtful. 
The great importance of getting the maladjustment corrected 
quickly is recognised; but alterations in foreign exchange rates 





1943] DENHARDT: FOOD CONTROL IN GREAT BRITAIN 113 


disturb confidence at home and cause irritation abroad. So on 
balance it seems better to correct minor maladjustments by cost 
reduction. Yes, and this may mean wage reductions. But is 
not organised labour coming more and more to seek responsibility 
in matters of high policy? Then surely it will face the issue and 
press for reductions when necessary. So speaks the detached, 
perhaps Olympian, voice of central banking. 


R. F. Harrop. 
Christ Church, 


Oxford. 


Food Control in Great Britain. By Epitax Tirrton Dennarprt. 
(Montreal: International Labour Office. London: King 
and Staples. 1942. Pp. vi + 272. 5s.) 


THis monograph does not fall short of the high standard of 
accuracy and objectivity which experience leads the reader to 
expect of studies and reports sponsored by the International 
Labour Office. In 170 pages it discusses the problem of food 
control in general, proceeding to condense a very considerable 
amount of detailed information covering British war agricultural 
policy, the control exercised by the Ministry of Food over supplies 
and channels of distribution, rationing and priority distribution, 
and price policy; it continues to discuss the emergent conclusions 
in a further 17 pages. Attached are 71 pages of appendices, 
presenting the statistical background of the text, and including an 
admirable chronology of food control. 

Notwithstanding the introductory passage, which states, 
“ This study aims at analysis rather than mere description,”’ these 
proportions indicate the balance of the book. Although the 
descriptive passages are interlarded with comment and explana- 
tion, these seldom add to the conclusions which spring to the mind 
of the reader as the facts are presented. This does not detract 
from, although it sometimes distracts attention from, the remark- 
able feat of depiction which the author has performed. The 
structure of food control has grown, and is growing, so fast, and 
covers such a wide sector of the economic life of the nation, that 
the presentation of a well-balanced summary is a worthy end in 
itself. 

The verdict of the author, by the canons which she has set up, 
and which it is probable the Ministry of Food would accept, is 
favourable. ‘‘ The purpose of food control in war-time is first to 
obtain an even and adequate flow of food into the channels of 


distribution, and secondly to distribute these foods a 
No. 209.—Vvo.. LUI. 
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all individuals and to all classes in the community . . . on the 
whole, British food control has been successful in accomplishing 
these ends.” For two achievements she has particular praise. 
In contrast to Sir William Beveridge’s conclusion that the experi- 
ence of food control in the last war had little to contribute to 
peace-time practice, she considers that the free and cheap milk 
scheme, and the development of communal feeding, which this 
war has seen introduced, provide fruitful and, it is to be hoped, 
permanent contributions to the solution of the problem of 
nutrition. 

On two of the most controversial aspects of the British tech- 
nique of food control this book has little to say. It notes that the 
employment of leading business men to control the trades from 
which they have come, and to which they doubtless hope to return, 
presents certain obvious dangers. Moreover, it points out that 
the habit of association fostered among traders during war may 
accelerate the growth of those monopolistic elements in our 
economic system of which the development was so rapid and so 
alarming before the war. These questions have already been 
exercising the minds of many. What this work has to offer to the 
constructive criticism of British economic policy lies less in the 
comments of the author than in the opportunity which her work 
affords for the mind to form a conspectus of the whole. 

The whole, as she sees it, does not induce undue complacency. 
The end which the Minister of Food has been set has, to a very 
large extent, been achieved. The result is a picture of habits of 
consumption as little altered, trade and manufacture as little 
disturbed, as is compatible with a general shortage of food and 
major alterations in the balance of supply. The manufacture of 
foodstuffs which might in some cases equally well be consumed 
without the interposition of processing, the assumption of a 
brand name, and an increase in price determined by pre-war 
expenditure upon advertisement, to a considerable extent con- 
tinues. The rations of the septuagenarian spinster and the steel 
worker are identical, and if the canteen serving the latter receives 
priority in the distribution of certain stable foods, it is ostensibly 
to offset the meals which the former may, if sufficiently wealthy, 
buy in the more exclusive type of hotel, subject to a maximum 
charge hardly less than the day’s wage of the latter. In short, 
the pattern is that which might well be proper to a scheme of 
famine relief superimposed upon a completely stable social and 
economic structure, but which hardly commends itself as a pattern 
of food control designed as one of the instruments of a war having 
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its origin in the internal stresses of an economic system in rapid and 
catastrophic change. Miss Denhardt points out that ultimate 
responsibility for this policy does not rest with the Ministry of 
Food; but the practice of employingin key positions men bred in the 
service of the trades which they control cannot (let their patriotism 
and public spirit be as high as they may) have any effect but to 
reinforce the general limitation of vision which the accepted policy 
exhibits. 

In 1862 an anonymous leader writer in The Times said: “ But 
with civilized man the secondary evils of war far outweigh the 
primary. A few soldiers may indeed be pierced by shot or 
bayonet or shattered by cannon, but what are their sufferings 
compared with the miseries of thousands of capitalists who view 
with straining eyes the gradual disappearance of their stock? . . . 
War is indeed a frightful scourge, but the modern view of war 
regards it more as it interferes with our comforts and dissipates 
our wealth, than in all its terrible attributes of fire, steel and 
slaughter.” In 1918 a very famous Russian said: ‘All for the 
front!”” This study suggests that the present policy of the 
Ministry of Food reflects a point of view somewhat intermediate 
to these. 


Henry SMITH 
Ruskin College, 


Oxford. 


The Theory of Consumer's Demand. By Ruspy Turner Norris. 
(New Haven: Yale University Press (Oxford University 
Press). 1941. Pp. 200. 18s. 6d.) 


Tue theory of demand has long been due for an overhaul. 
Professor Hicks’ reformulations, for all their elegance, make no 
important advance upon those of Marshall, for they are based 
on the same unreal view of consumers’ behaviour, a view at 
variance not only with the teachings of modern psychology, but 
also with the simplest everyday observation. Dr. Norris sets out 
on the track of an anthropological approach : “‘ Something very 
like the hedonistic calculus is, I think, definitely a feature of our 
society. It occurs in somewhat different terms than are ordinarily 
discussed and it has much narrower applications than is commonly 
supposed. . . . But regardless of its extent and importance 
in our society it is vital for logical clarity to perceive that it is 
but a culture trait and therefore unstable, and is not to be supposed 
to characterize other societies and to be somehow inherent in our 
nature or ultimately more rational than other methods of ex- 
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change ” (page 67). ‘‘ The typical adult’s consumption pattern 
is an accretion of pieces of consumption patterns he has put to- 
gether like a jig-saw puzzle. Groups of pieces he has accumu- 
lated from different sources, but the majority usually come from 
his basic domestic economy ”’ (p. 73). ‘‘ Let us move towards 
comprehensibility in terminology, realism in assumptions, and 
simplicity in exposition ” (p. 58). 

These resolutions are admirable, but unfortunately Dr, 
Norris is still entangled in the notions and the apparatus of utility 
theory, and tries to force her common-sense observations into the 
mould of indifference maps and marginal utility curves. This 
produces results of the greatest absurdity, as in the example 
(p. 12) where ten hats and no shoes are credited with the same total 
utility as five pairs of shoes and no hat, or the story (p. 131) of the 
girl who plays tennis, drives a car and climbs mountains, although 
her income is so low that she can possess only one pair of shoes. 

In spite of this, some points of great interest are discussed, 
particularly the theory of complementary substitutes and its 
relation to differentiation of products (Chapter VIII). The analysis 
is somewhat clouded by failure to distinguish sharply enough 
between the demand curve of an individual consumer and the 
demand curve confronting an individual producer, and a related 
confusion between the questions which are interesting in connec- 
tion with the economics of welfare and those which are connected 
with problems of price policy. 

Latter-day experience of the restriction of consumption has 
brought into a clear light one great weakness of the traditional 
analysis of demand, which Dr. Norris does not touch upon, that 
is, the erroneous assumption of individualism. When a given 
cut in consumption has to be made, traditional theory teaches 
that the minimum sacrifice is imposed on consumers if the requisite 
amount of general purchasing power is taken away, and each 
consumer is left free to economise on what he feels that he can best 
spare. In reality, it is obvious that less sacrifice is caused bya 
total disappearance from the market of certain commodities, such 
as silk stockings, which are bought by each consumer mainly 
because other people have them. (Hats are an obvious example 
of this principle, though, at the time of writing, their production, 
for some reason, has not yet been prohibited). Perhaps the spread 
of Austerity to the United States will soon be suggesting to Dr. 
Norris a still more radical reconsideration of traditional theory. 

In the process of reconsideration it is necessary to distil out of 
the conception of utility the common-sense element which it con- 
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tains. The view that a second shirt adds more to satisfaction 
when only one is owned than a fourth when three are owned is 
in accordance with common sense, for it is a very great incon- 
venience to have no shirt to wear on washing day. But prob- 
ably it would be better (as the incomplete success of Dr. Norris’ 
treatment shows) to discard utility theory completely to start 
with, and to follow out the anthropological treatment of demand 
ina thorough-going way. When this has been done, utility theory 
can be credited with whatever validity the new treatment shows 


it to deserve. 
JoAN RoBINson 
Cambridge. 


Retail Trade Associations. By HERMANN Levy. (London: Kegan 
Paul. 1942. Pp. 265. 15s.) 


Tuis is a very timely book. Parts of the retail trade are being 
hard hit by the War, and its structure is suffering changes. On 
the outbreak of peace, retailing will be re-developed; but along 
what lines, whether of restoration, reconstruction or revolution, 
few are as yet prepared to say. Professor Hermann Levy is one of 
the few, and, with his long record of careful investigations into 
industrial organisation, his opinion must carry weight. What 
Professor Levy has to say on this occasion is based on a study of 
pre-war and war-time trends gathered largely from trade journals. 

The pre-war trend was, he considers, definitely towards a 
greater degree of association with monopolistic aims. Determining 
causes were the growth of larger retail firms such as the multiple 
and department stores; the vertical extension of the power of 
industrial combines into the distributive process ; and the increase 
in branded and advertized goods. Owing to the regrettable 
absence of any census of distribution, there is no exact knowledge 
as to the size-structure of retailing firms, and Professor Levy is 
right to reject the preponderance in the number of small shop- 
keepers as evidence of their preponderance in total trade. But it 
is probable that retailing still is more of a small-firm industry than 
the bulk of manufacturing industries. Hence the importance of 
the association in the organisation of monopoly rather than the 
combine between a few firms; and the importance of a study, such 
as Professor Levy makes, of the policies and methods whereby 
associations can obtain monopoly profits for their trade. 

Retail associations cannot allocate sales or close redundant 
outlets, but they can restrict entry by imposing distance limits or 
professional qualifications. And they can secure increasing profits 





118 THE ECONOMIC JOURNAL [APRIL 


for those already entered by helping suppliers to enforce the 
maintenance of a “ protected list ’’ of fixed prices giving an ample 
margin. Enforcement is largely effected by exclusive agreements 
and general boycott of those who infringe them. 

Retail Associations are often the channel, as Professor Levy 
cogently argues (Chapter 12), through which, under propitious 
circumstances, the manufacturer allows the rank-and-file distri- 
butors of average efficiency who may handle the bulk of his sales to 
share his quasi-monopolistic profits. The actual price which an 
association in any trade is likely to fix depends, therefore, on the 
statistical “frequency ’’ distribution of trade done at various 
costs. Unfortunately, no economist has tried to discover such an 
actual cost distribution in retail (or any other) trades, and the 
basis of association policy remains in the realm of speculation. 

In the trade journals that Professor Levy quotes, restrictions 
on entry and trade practices to keep up prices are hidden by 
. a roseate smoke-screen. The public is asked, for instance, to 
consider the undertaker as a preserver of public health, needing 
high scientific qualification; and practices limiting competition 
are called a code of ethics for self-respecting traders. As Professor 
Levy insists, these practices and precepts hark back to the mediae- 
val corporation. Trade associations certainly use words familiar 
to the historian: fair price, for example, and even interloper, s 
variant to the more modern “ dabbler.’’ In a parting shot, Adam 
Smith is aptly quoted (page 253): ‘‘ The pretence that corpora- 
tions are necessary for the better government of the trade is 
without foundation.” 

Professor Levy takes a poor view of the retail association ; and 
to judge from such adjectives as (pp. 3 and 135) vague, (p. 136) 
evasive and indistinct, (p. 86) sophistic, (p. 197) ignorant and 
(p. 198) sybilline, he takes a poor view, too, of the conclusions of 
the official Restraint of Trade Committee which reported in 193. 
His own contention, made repeatedly, is that, if competition in 
retailing is wasteful and requires regulation, the regulation should 
not be carried out by trade associations, but by the State. 

In this study the aims and policies of the trade association 
occupy the centre of the stage, and it is a pity that they have 
rather crowded out the economic forces in the background, om 
which Professor Levy could speak with such authority. Should 
large-scale retailing be discouraged merely because it leads to 
the danger of monopoly? Are the lower costs introduced by 
bulk purchase, by the cutting out of middlemen and by © 
ordinated delivery routes, not worth the danger of higher margins 
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due to large retailers associating? May not a slightly higher 
margin add less to the price the consumer pays than the higher 
costs of small-scale retailing? These questions still cry out for 
research. But one may certainly agree that State regulation of 
associations might bring about both lower costs and lower margins 
if (page 252) civil servants were differently trained. 

Professor Levy might perhaps have added more on the 
personnel at present controlling and administering these associa- 
tions. In war-time negotiation with the Government they appear 
to be successful “NO” men. Are they likely to be so powerful in 
positive after-war policies as a reading of trade journals—mainly 


their own—suggests ? 
P. SaRGANT FLORENCE 
University of Birmingham. 


The Economics of Price Determination. By C. Ciive Saxton. 
(London: Oxford University Press. 1942. Pp. viii + 190. 
10s. 6d.) 


IN industries extracting raw materials or manufacturing crude 
products, sales are generally at prices regulated either through 
organised exchanges or by systems of reported averages, competi- 
tion is wellnigh perfect, and there is little opportunity for price 
control and small need for detailed cost accounting. In industries 
engaged in the later stages of processing, on the other hand, price- 
fixing and price-leadership are normal] and prices are usually set 
for a season and changed reluctantly if at all. In these industries 
everything depends on the estimation of likely demands and 
probable costs before production for the season starts. Little 
is known of elasticity of demand, though the assumption of a 
general inelasticity makes price-cutting rare. As for costs, 
between overheads and the costs of materials and labour lie 
“works on-costs,” the preliminary costs of setting up machinery, 
etc., which are variable when plans are being made, but fixed once 
the season’s operations have begun. 

These facts, the results which follow and their implications for 
economic theory are the substance of Mr. Saxton’s book. Its 
origin is a study at first-hand of the pre-war practices of a number 
of firms to whose records he was allowed access, backed finally by a 
questionnaire enquiry over a wider field. 

On such a subject too little has been recorded in this country, 
perhaps too little known, for any study not to receive a welcome. 
Nevertheless, Mr. Saxton tries his readers hard. Except for the 
chapter headings, which have some sequence, the book offers little 
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apparent argument to guide one through its often tortuous and too 
frequently repetitive prose. 

The reason for this seems clear when one comes to examine the 
conclusions for economic theory to which Mr. Saxton’s researches 
have led him. Price, says Mr. Saxton, can be directly related to 
the production plan of one particular firm, the price-leader, in 
most price-fixing cases. The other firms, even if their products 
markedly differ, are still “near perfect competition.’ Monopo- 
listic competition is therefore inapplicable ; and in the theory of 
oligopoly which properly applies, the old trouble about the inter- 
actions of firms should bother us no more. 

What, then, we may ask, of the conduct of the price-leader ? 
Mr. Saxton has examined the demand curve before production is 
begun and laid down its fixity after. With costs, too, there is a 
distinction between plan and operations. Once the season has 
started and “ works on-costs”’ are settled, prime costs consist, 
says Mr. Saxton, entirely of materials and labour to be bought at 
constant prices over a range of output which, fairly wide, re- 
presents wellnigh the practical limits to variation with the scale 
of plant set up. There are constant marginal costs. 

Here surely was an opportunity for giving to a part of economic 
theory that of which it stands most in need at the present time: 
an empirical shape to its generalised curves, a definitive length to 
its periods, and a ruling as to which among the theoretical possi- 
bilities are practicable and which are not. Instead, Mr. Saxton 
concludes that the marginal] analysis “‘ may be fairly regarded as of 
general application if considered in a somewhat broad and not a 
precise sense.”” This, surely, is not merely to avoid theoretical 
discussion in favour of more detailed enquiry, but to lose the 
whole sense and purpose of the major work itself. Valuable as 
many parts of this book are, therefore, it will not be surprising if 
as a whole it disappoints. 


London. 


R. C. Tress 
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NOTES AND MEMORANDA 
THE GERMAN WAR ECONOMY—VIII ! 


General Organization 


The Ministry of Armaments is becoming increasingly prominent. 
The War Economy and Armaments Departments of the High 
Command (Wehrwirtschafts und Riistungsamt) have been split; 
the Armament Department was transferred to the Ministry of 
Armaments in May, but continues together with the War Economy 
Department (which remains with the High Command) under its 
old military director (General Thomas). A special Finance 
Branch has been attached (under Prof. Hettlage), the so-called 
Ristungskontor (on the analogy of the Luftfahrtskanter at the 
Air Ministry). Within the Ministry a system of ‘‘ Main Commit- 
tees’ and “ Rings ” have been formed. Each important product 
(e.g., tanks, aeroplanes) is supervised by a Main Committee on 
which users as well as manufacturers are represented, but as a 
matter of principle (as the Minister explained) only by engineers 
and designers, and not by business men. The latter are repre- 
sented in an “ Industrial Committee”’ (one to each Main 
Committee). The Chairman of the Main Committee is also the 
Chairman of the Industrial Committee. While the Main 
Committees are on horizontal lines, the Rings are on vertical lines 
(the Tank Ring, for example, is also responsible for the use of the 
steel allotted to tank production). 

The Rings and Main Committees are closely linked by identity 
of members at many stages. This new set-up, described in one 
journal as an “ad hoc improvisation,” is said to have resulted in 


1 This eighth instalment covers the period May—November 1942. From all 
sections a number of items have had to be excluded for lack of space. Wherever 
possible these will be covered in future instalments. Readers are also referred to 
Memorandum 93 of the London and Cambridge Economic Service in which 
further statistical material is given (quoted below as L.C.E.S.). The series is 
supported by a grant from the National Institute of Economics and Social 
Research. The rate of conversion used is £ = 12 marks as hitherto. An article 
on “ The Balance for Fighting Power ’’ in The Banker, converts at the rate of 14 
for 1940 and 15 for 1941 and 1942. The Beveridge Report (Table, p. 288) converts 
at the rate of 20 (presumably for 1938), but this makes German wages absurdly 
low at 43% of the U.K. wages. The present writer would consider a rate of 15 as 
appropriate to 1938, which would have made German real wages 57% of U.K. 
wages. Conversion based on “ comparative food prices only’ is misleading. 
The relative prices of 12 basic foods in October 1941 suggests a rate of 16}, but the 
rates for individual articles range from 6-86 (for potatoes) to 25-25 (for lard). 
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great increases in output through simplification and increased 
specialisation among firms. Examples given include: for one 
type of armament an increase of output by 100% with only 25% 
more labour; improvements of 20-45%, are said to have occurred 
‘in many other cases.” Economies of raw material are also said 
to have been achieved, in some cases as much as one-third. 

The Ministry of Armaments also shows increasing signs of 
extending its control to non-munitions products. It has been 
placed in charge of the programme for further standardisation and 
specialisation of non-munitions output, the so-called “‘ War 
Direction Programme.” 1 The Ministry has also absorbed the 
functions of the former Commissioner for Motor Transport 
(General Schell, resigned); a special Department has been set up 
at the Ministry which is now in charge of the conversion of trans- 
port vehicles to gas fuel. Finally, the Ministry also shows signs of 
encroaching on the regional organisation of the Ministry of 
Economics? by setting up a regional organisation of its own, the 
“Armament Commissions.”” These may also partly replace the 
regional network of the High Command. 

Regional Chambers.—The new regional network of the com- 
pulsory but “ self-administering ” Groups and Chambers (which 
are increasingly used for official purposes *) has already been 
mentioned in the last instalment as playing its part in the closer 
control by the Party.‘ The decree describes the existing organi- 
sation as “ unsatisfactory,” leading to “‘ duplication of work in 
a considerable degree ” and to “ waste of labour and time.” The 
previous separate Economy Chambers and Craftsmen’s Chambers 
are merged with the Chambers of Industry; forty-one out of 
ninety-four of the latter have been dissolved (though some of 
them may continue as branches of new Regional Chambers). 
The Press tries to allay fears that the interests of the small 
craftsmen will suffer from the dissolution of the Craftsmen’s 
Chambers, although “their temporary eclipse is unavoidable.” 
The President of the new Chambers, though appointed by the 
Party Gauleiter, must be a business man to avoid “ politisation,” 
but, as Volkswirt says, “he must combine economic knowledge 
with a correct political attitude.”” The paper also thinks that the 
Party’s Economic Adviser will be appointed as President in some 
cases, but hopes that “ this will be the exception rather than the 
rule.” The new Chambers are “to end the period of fruitless 
discussions.” 


1 See below, “ Organisation of Supply.” ? See IV. (December 1941), p. 400. 
3 See VII, p. 378, and below. * See VII, p. 379. 
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Increased Power of Groups is to play its part in “ de-bureau- 
cratisation.” 1 In particular, some of the allocating functions— 
hitherto undertaken by the Controls—will be increasingly trans- 
ferred to the groups “in a degree which nobody could have 
thought possible ” (Secretary of State Kehrl, who has been placed 
in charge of “‘ de-bureaucratisation ”’). Where the groups do not 
take over Control functions they are to be the sole intermediaries 
between firms and Controls. Of the 29 Controls (24 in industry 
and 5 for food), no fewer than seven have been abolished during 
the period covered. Iron and Metals were merged; Cotton, Silk 
and Rayon merged; Fibres transferred to the “‘ Federation,” * 
Electrical Engineering products transferred to the ‘‘ Group ”’ ; 
Rubber and Carbon merged; Scientific and Optical instruments 
transferred to the “Group.” Volkswirt thinks this process will 
go on. “ We shall soon be able to report similar developments 
elsewhere.” The position of the “‘ Groups ” is further strengthened 
in that their Chairmen are sometimes also the Chairmen of the 
contract-giving Main Committees at the Ministry of Armament. 
(This is certainly so for coal and electro-engineering products.) 
The Chairmen of the Groups may now impose fines on the 
members, though the latter have a right of appeal to the Admini- 
strative Court. In three further Groups the previous ‘“ Com- 
missioners ’’—in the Four-Year-Plan offices—have been abolished, 
and their functions transferred to the Groups which, except for 
import, have thus assumed the status of Controls (Iron and Steel, 
Tin Goods and Miscellaneous Metals Groups); the Controls are 
thus reduced to their original job of import control. Moreover, 
the extenuated Controls, “‘ whose staff has been halved by these 
rationalisation measures,” are to be made “ subservient to the 
Main Committees and Rings at the Ministry of Armaments ” 
(Wirtschaftskurve); this may foreshadow their transfer from the 
Ministry of Economics and the further strengthening of Speer’s 
Ministry. 

While the Groups are thus strengthened, they are at the same 
time warned by Secretary of State Landfried not to become a 
“second bureaucracy.” But it seems hardly compatible with 
this to find that “ self-administration and State administration 
are to-day no longer substantially different types of adminis- 
tration,” and that the officials of the self-administering bodies 
“become more and more like Civil Servants ” (Wirtschaftskurve). 
Their main job, apart from the maintenance of exports, ‘‘ which 
the enemy has noted with particular envy,” is not to be instru- 

1 See VII, p. 378. 2 See VII, p. 382. 
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ments of direction, like the Federations 1 and Rings, but “ instru- 
ments of trusteeship.” ‘The Federations, Rings and Controls 
steer the ship; the Groups are the ship’s engineers ” (Volkswirt). 
The new price reduction drive also gives the groups increased 
powers in the field of price-fixing. 


Organisation of Supply 

Transport.—The transport situation was enormously strained 
during the first part of this period.2, Some operating statistics of 
the railways indicate the strain (comparing 1941 with 1938): 
Passenger receipts + 33-7%, goods receipts + 11-9%, personnel 
expenditure + 20%, wear and tear allowances + 18%. The 
increased consumption of potatoes (by about 90°) has increased 
the number of wagons required for their transport from 230,000 
wagon-loads in 1938-39, carrying 985,000 tons, to 630,000 wagon- 
loads in 1941-42, carrying 3 million tons. The increase in 
transport is more than proportionate to the increase in con- 
sumption, because all the extra potatoes required have to come 
from the surplus areas. The strain culminated in a temporary 
‘stop ” in the transport of all non-munitions products (during 
the preparation of the Eastern campaign) which lasted until July. 
From certain places in Eastern and South-Western Germany 
goods may only be shipped by river or canal (exemptions cover 
only perishable goods, exports, supplies for Forces). Special 
‘express services ” have been instituted on waterways. Early 
last summer it was stated that 30%, of all coal was now carried by 
barge. To illustrate the further potentialities of canal transport, 
it is stated that the total capacity of the canal fleet of 13,000 units 
is 6 million tons (as compared with 10 million tons of railway 
capacity). Special Boards have been set up at inland ports to 
speed up the turn-round of ships and barges. Full ‘“ journey 
control ”’ of all barges is established by a compulsory daily log- 
book (false statements being severely punished and leading to 
requisitioning of ships and barges). 

Measures to speed up the turn-round of goods trucks include 
a system of demurrage fines for consigners and consignees; a 
special premium of 16s. for each truck unloaded ahead of schedule ; 
the formation by all local authorities of special unloading gangs 
to be available anywhere at any time; emergency calls on the 
local population to help out with labour, carts, horses, and the 
like; an intensive advertisement campaign by the State Rail- 
ways. One such advertisement (in September) stated: ‘‘ Even 

1 See VII, p. 382. ? For figures see L.C.E.S. 
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now trucks—badly needed for supplying armament works and 
the front—have to travel thousands of unnecessary kilometres 
daily. Wrong or incomplete statements on documents still cause 
excessive transport. Goods are still ordered from distant plants 
when they might be ordered from nearby producers. . . . Wrong 
statements in ordering trucks will be severely punished.” At the 
end of our period (November), it was stated that a speed-up of the 
round journey by 2-8 days per truck had been achieved, in spite of 
increased average distances. (In August, the speed-up was given 
as 1 day, “‘ equivalent to 30,000 new wagons.’’) 

The permissible overload above normal has been raised from 
1 ton to 2 tons (20% for most trucks). Traders in bulky goods, 
especially coal, have exchanged customers to save transport. 
Retailers’ delivery and supply pools are stated to have reduced 
transport by up to one-third. The elimination of middlemen— 
mainly to facilitate price control—is said to have reduced trans- 
port. The zoning scheme for beer! has been tightened up. 
Only certain famous breweries may, by special permit, send beer 
over more than 60 miles; 150 miles is the upper limit. No bread 
may be sent for more than 30 miles. A zoning scheme for 
pit-props has been introduced. The ‘“ coke fence” has been 
re-adjusted : Pomerania has been transferred to the area to be 
supplied from Silesia in exchange for some Bavarian districts. 

Towards the end of our period the Journals declare that 
‘‘ the transport bottle-neck has been broken.”’ This is ascribed to : 
(1) increased production of wagons and the new standard engines ; 
(2) re-gauging of Russian rolling-stock ; (3) successful diversion of 
coal and other bulky cargoes to water-ways; (4) quicker turn- 
round. The latter, however, has been bought at the price of 
“heavily overstrained staff”; prisoners of war are to be 
increasingly used to help in loading and unloading. 

Fuel Saving.—All firms with a monthly consumption exceeding 
5,000 tons of coal, 200,000 units of electricity, or 100,000 cubic 
metres of gas must have a full-time Fuel-Saving Engineer (on the 
analogy of the Steel-Saving Engineer *). In addition to the fuel- 
saving bonuses,*? workers are to be given rewards for useful 
suggestions. Volkswirt reminds Chambers of Commerce that they 
must see ‘‘ that the savings engineers idea does not remain a paper 
scheme.” Model firms, with least fuel waste, are to be identified, 
and the engineers taken to study their methods. Fuel wasters 
“have good prospects of being singled out for concentration.” 


1 See V (April 1942), p. 20. 
* See II (April 1941), p. 33, and V (April 1942), p. 20. 3 See VII, p. 387. 
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On the other hand, factories reducing their consumption are 
rewarded by being allowed to store the coal saved—in addition to 
the normal three months’ stock—up to two months’ extra supplies 
if supplied by rail, and three months’ if by water transport. (The 
latter is meant as an incentive to divert coal transport from the 
railways.) In the case of electricity, non-essential firms must 
reduce their consumption below that of previous years, or pay a 
fine. Special reductions are imposed for the peak-load periods ; 
for these, each non-munitions firm is given a definite ‘ quota ” 
which may not be exceeded. In extreme cases firms are cut off 
during peak loads, on a rotation scheme. 

Coal output is to be increased by improved machinery. Three 
prizes were offered for new machinery (each of £4,000 for the firm 
which had developed it and £800 for the workers who had first 
used it). According to Vierjahresplan, “a number of other 
drawings are under examination and should soon be rewarded with 
prizes.” It is, however, indicative of the difficulties of coal-mining 
that three important mining combines had to cancel their divi- 
dends. Volkswirt, while pleading ‘“ special geological causes,” 
calls these losses “‘ significant.” 

War Direction Programme.—The tendency is increasingly to 
lay down detailed production programmes for the individual firm 
—both in quantity and kind of product. The objectives of this 
new policy are: (1) to avoid waste by restricting production to 
firms suitable for these products; (2) to counteract the tendency 
for firms to take up new lines of production in order to be allowed 
to keep their labour and materials and qualify for war contracts; 
(3) to counteract the “trend towards high quality ” and to 
enforce the production of plain “ utility ” articles; (4) to facilitate 
the control of stocks; (5) to enforce standardisation ! and speciali- 
sation between firms; (6) generally to give the “ Groups ” closer 
control over their members. The cases of clothing, furniture and 
agricultural machinery were mentioned in the last survey.? Since 
then the scheme has been extended to all kinds of clothing, under- 
wear, hoth men’s and women’s, and linen. The scheme for 
underwear may serve as an illustration: 14 classes of goods are 
distinguished (5 of men’s underwear, 3 women’s, 2 children’s, 
3 babies, 1 bed-linen). Firms with less than 200 employees may 
produce only one class; with 200-400 employees, two classes; 
with over 400 employees, three classes. The only exception is in 
baby-clothing—firms specialising in this, regardless of size, may 
produce all three classes. The class or classes to be produced by 

1 See VII, p. 380, and below. 2 See VII, p. 380. 





1943] THE GERMAN WAR ECONOMY— VIII 127 


each firm are determined by the “‘ Group,”’ but “ wishes of firms 
should be taken into consideration.”’ At the same time, even 
within the class the number of models of each article of clothing 
and the total number of models in all which may be produced by 
each firm (depending on its size) is severely limited (7 types of 
women’s overcoats, 3 types of costumes, etc.), and standardisation 
even extends to brassiéres. An example of ‘“ war direction ”’ 
from another field is the manufacture of bicycle lamps, which is 
subject to detailed licence and approval by the responsible Group. 
It is interesting to note that the execution of “‘ war direction ” 
raises all the problems of State control by vested interests (the 
“Groups ’’). Volkswirt reminds the Groups that they must not 
use their new powers for ‘‘ making economic policy off their own 
bat.” The Group leaders must dismiss from their minds all 
post-war considerations or “ general economic problems of their 
industry.”” The leaders of the Groups may not utilize their powers 
under concentration of war-direction “‘ to liquidate their com- 
petitors.”” Co-operatives of artisans or dealers or other co- 
operatives (now belonging to the Labour Front) may not be 
placed at a disadvantage as compared with private members. 
¢ The process of compulsory organisation goes on. A new 
vertical ‘‘ Federation ’’ ! has been formed for shoe manufacture, 


with a private manufacturer as Government-appointed Chairman. 


ee 


A compulsory organisation (described as a “cross between a 
federation and complete pooling ”’) has been set up for electric-bulb 
producers. It is to promote specialisation among the 27 works 
(two-thirds of which belong to the Osram combine), to close 
works if necessary, and to promote standardisation (helped by 
progressive standardisation of current and voltage throughout 
Germany). The Chairman appointed for this new body by the 
Minister of Economics is also the Chairman of the ‘“ Ring ”’ for 
electro-engineering products at the Ministry of Armaments— 
another illustration of the often-used method of “ personal union.” 
Complete pooling (“ community-working ”’?) has been introduced 
in the following additional industries : wrapping paper, glass jars, 
fur trade, Viennese fashion goods, wires. The various dealers 
engaged in supplying big contractors are also combined in a 
“trust ’’ administered by a “ trustee dealer,” elected by the 
dealers. This, it is declared, saves the producers’ time, as they 
have to deal with only the one “ trustee dealer,”’ and it economises 
dealers’ resources. 

There has been a new wave of compulsory standardisation. 

' See VII, p. 381. * See I (December 1949) ‘ Organisation of Supply.” 
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Among the advantages mentioned are: (1) obsolete parts and 
articles set free for the scrap campaign;! (2) spare parts and 
components produced in separate specialised works; (3) cutting 
out of all “ frills ” and post-war development work; (4) increase 
in output by 10-33%. Examples mentioned in the Journals 
(apart from clothing, which was mentioned above) : glass bottles 
(reduced to 91 types from “several thousand ”’), agricultural 
tractors (2 types), pocket knives (6 instead of 600), scythes (6 
instead of 8,000) household sewing-machines (2 instead of 13, a 
standard type now “in experimental stage”), factory sewing- 
machines (35 instead of 88), steel beds (1 instead of 50), etc. 


(Notes oa industrial concentration, maintenance subsidies, contracts, alloca. 
tions and other subjects are postponed to the next instalment.) 


Labour 


The general situation is dominated by an accelerated influx of 
foreign labour, mainly from the Ukraine.? The target for foreign 
civilians for end 1942 has been raised from 3 millions to 5 
millions, and it is quite possible that this number will be reached. 

This influx must have gone a long way towards satisfying the 
dearth of agricultural labour, and in fact it is declared that, in 
agriculture and munitions, “the shortage of workers has been 
overcome.” In agriculture, “the supply of labour to-day is 
better than it has been for a long time.”’ The drafts into agri- 
culture in 1942 (to end of July) are stated to be twice as many as 
in the corresponding period of 1941. As ‘‘ requirements were the 
same,” this year the allocations filled “ 80-100% of the require- 
ments of permanent labour,” as compared with ‘‘ 40-50% ”’ the 
year before. 

Compared with this increase, the increase in the number of 
women employed seems comparatively modest. The latest figure 
is 9-1 million employed, this being an increase of 300,000 over the 
previous figure. Women and foreigners now account for almost 
two-thirds of all labour employed. 

Conscription.—The final figures for the agricultural labour 
decree ® are 95,000 conscripts (most of them for temporary work), 
50,000 “‘ volunteers for permanent work” and about 670,000 
volunteers for temporary work. In Eastern towns, under the 
slogan “‘ harvest first,” many offices were closed and the employees 
mobilised for harvest work. 

The total number of labour conscripts in the summer of 1942 


1 See VII, p. 382. 2 For figures, see L.C.E.S. 
3 See VI, p. 192, and VII, p. 384, when the preliminary figure of 46,900 


conscripts was given. 
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was 687,000 (59,000 more than in January !). The increase was 
mainly (47,000) in the number of women conscripted (now 
244,000); this figure excludes Labour Service girls, who are 
increasingly used in armament factories. Labour conscription 
has been extended to the 20,000 students (of both sexes) for eight 
weeks from August 3 to September 26; women of 18-35 years of 
age can now also be conscripted for domestic service. 

Women.—Of all women employed 34% are in industry, 27% 
in households, 13% in agriculture and forestry, 24° in commerce, 
administration and professions (out of about 9 millions). Of all 
gainfully employed girls of 14-20 (86-6% of all girls), more than 
half are in agriculture or domestic service. Four million women 
are enrolled in ‘‘ Neighbours’ Help ”’ schemes, 1-8 million in sewing 
centres—both intended to relieve working women. Schoolgirls 
help in day nurseries, of which there are now stated to be 15,000 
permanent ones with 700,000 places and 3,650 “ auxiliary ” 
nurseries with another 130,000 places. In summer, 8,700 harvest 
nurseries were set up in the country,? where, it is stated, over 
260,000 children were looked after. There are also 250 ‘‘ domestic 
help depots,’’ which provided help (in 1941) for 26,519 families 
in order td enable women to work. Domestic servants are now 
often allocated to two families, working four days for the one, 
and three days for the other. 

Among the obstacles, Volkswirt mentions “the widespread 
fear that the owner of a labour book will be liable to unlimited 
labour conscription.””’ To remove this fear, a special ‘“ labour 
card” has been substituted for the labour book in the case of 
newly employed women, but “this has hardly mitigated the 
alleged disadvantage.”’ The paper says of the “late customers’ 
pass ’”’—to enable working women to do their shopping *—“‘ the 
degree of its effectiveness is controversial among working women,” 
also that “‘ one can often hear in industry that it would be best to 
legalise the need of working women for sufficient leisure” (an 
indication of absenteeism), and that the care for working women’s 
children is still defective for bigger children and youths. 

Training.—A special decree was issued in June making it a 
statutory duty on manufacturers of armaments to see that all 
their training facilities are fully utilised. The dearth of suitable 
instructors is such that they have been specially exempted from 
labour conscription. The number of persons passing through 
courses arranged by the Labour Front in 1941 was stated to be 

1 See VII, p. 383. 2 The number planned was 10,000. See VII, p. 384. 

* See V (April 1942), p. 23. 

No. 209.—voL. LI. K 
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3-1 millions (20% above 1940) 1; the number of courses was 11% 
higher. There are now 3,000 training workshops belonging to 
private firms, and 185 communal workshops jointly maintained by 
several smaller firms. The latter are a war-time development 
(there were only 35 before the war). They are legally independent 
companies, with their own buildings, staff and machines; there 
are said to be places for 20,000—25,000 apprentices or trainees in 
them. About 5,000 firms take part inthem. From the beginning 
of the war to the end of May 1942, of the 580,000 people trained in 
engineering, 520,000 were trained in private firms and 60,000 in 
Centres. Of the 580,000, as many as 80,000 are stated to have 
been foreigners (mainly Belgians, Dutch and Danes). A new 
decree lays down that henceforth “ objection against the training 
of foreigners can no longer be entertained.” The foreign trainees 
are to release skilled German labour as instructors. The work 
of the Centres is now specialised in the re-training of disabled 
soldiers; such rehabilitation takes place in 103 Centres for 68 
different trades. 

Arnhold (who is in charge of the training department of the 
Labour Front) protests in an article against “ irresponsible 
suggestions ”’ to close the technical institutes. He declares that 
4 million persons passed through them in 1941. According to the 
same article, vocational training of soldiers by correspondence 
courses is widespread. 

Foreign Labour.2—With the large numbers of foreign agri- 
cultural labour, they are now to be helped in securing industrial 
employment in winter, contrary to the previous policy of keeping 
them on the land. The work-book system of control has been 
extended to them. Many courses of German are run in their 
camps. It is admitted that of the Ukrainian workers—whose 
number was stated to have reached 500,000 in October—most are 
unskilled, as the skilled workers were evacuated in time. While 
foreigners are now liberally trained, the ruling is that they shall 
not be employed as foremen where German labour is available. 
As to the efficiency of foreign labour, the building cost index ‘ 
indicates lower efficiency of the mainly foreign labour. Comparing 
September 1942 with September 1941, wage rates, according to 
the index, rose by 0-5%, but wages cost by 14:0%. This would 
indicate a fall in efficiency by about 13-4%. 

1 As the 1939 figure is given as 2°8 millions, there must have been a drop of 
2-6 millions in 1940. 

2 For numbers see L.C.E.S. For new attitude to training see above. 


3 See VII, p. 384. 
* On the use of the index for this purpose, see VI, p. 194, and VII, p. 389. 
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General Control of men over 18 was tightened up by a decree in 
October. In “ war industries”’ (iron and steel, all branches of 
engineering, chemical and transport), and in any plant designated 
as a “ war plant,” employment can be terminated or changed only 
by the Employment Exchange—even though both parties may 
agree. Syrup, the President of the Employment Exchange 
network, says in Reichsarbeitsblatt: ‘‘ The Labour Book is the 
civilian Army Pass Book. The Employment Exchange is the 
civilian recruiting centre.”’ Vierjahresplan carries an article on 
the British Joint Production Committees in which they are partly 
described as ‘‘ Social Radicalisation in England ” (the title of the 
article), partly as an attempt “ by Churchill” to separate the 
workers from the Trade Unions and ‘“ dominate them on the 
principle of divide et impera.” ‘‘ Prof. Beveridge ”’ is also quoted 
as being in favour of nationalisation of key industries. 


Restriction of Consumption 

1. Statistics.—Retail turn-over in 1941 was 10% above 1938 
(by value). It must be remembered (a) that the civilian popula- 
tion is swollen by the influx of foreigners, and (b) that the figures 
include some supplies to departments, camps, units and the like. 
Even so, Volkswirt thinks that the real supply of goods was 
greater in 1941 than in 1940, “‘ partly through additional imports 
from occupied countries, partly through reduction of producers’ 
and wholesalers’ stocks (in the case of textiles to honour the 
‘carry-over ’ from the second clothing card).”’ 

2. General Situation.—The increase in rations, from October 
19, partly restoring the April cuts, is hailed as “ the first increase 
since the war,” and raises hopes that “‘ the turning-point in the 
food situation has been reached.” The increases relate to bread 
and meat : the bread ration for ordinary consumers is raised by 
90z. a week, or 11°%, to 5 lb. (but with an admixture of barley and 
potatoes *), the meat ration by 2 oz., or 17%, to 124 oz. The 
clothing ration, on the other hand, has been sharply reduced by 
about 40°, by the new Clothing Card. There are indications that 
even so the rations are not easily obtafhable. Shopkeepers are 
warned to distribute rationed goods according to a priority scale 
(war workers and children first). There are complaints about 
queueing, and groups of people have formed “ queueing pools ” 
(Stehgemeinschaften); each housewife queues in a different queue 
and does the shopping of that article for the whole “ pool.’ These 
“pools ” are frowned upon by the.police, as the members of such 


1 For more detailed figures, see L.C.E.S. * See below, p. 132. 
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pools get an unfair advantage over “ unattached ”’ individual 
shoppers. There are now 146 different cards, licences or permits, 
88 of them relating to food: these figures exclude local cards, 
The journals deal with complaints that the shortage of staff is 
used as an excuse to cover up inefficiency of retailers. In a 
forecast for the winter 1942-43, Vierjahresplan mentions the 
prospects for vegetable oils, fruit, vegetables and milk as “ poor,” 
and only those of potatoes as ‘“favourable.’’ Regarding the 
measures to increase agricultural deliveries,| Vierjahresplan 
declares: “the battle of production has been displaced by the 
battle of deliveries.” 

3. Individual Articles —Bread. The 1942 harvest, owing to 
favourable weather, was ‘‘ much more favourable than was to be 
expected after the heavy winter damage.” ? The new bread— 
“‘ three-parts-bread ”’—contains an admixture of 20% barley and 
3% potatoes, together with 42°, rye and 35% wheat. The milling 
ratio of barley has been raised from 52% to 83%, and barley may 
no longer be used as cattle feed (similar prohibitions were already 
in force for wheat and rye). All “ special bread ” other than the 
National Three-Parts-Bread has been prohibited. 

Potatoes.—The potato crop was very heavy, and it is hoped to 
maintain supplies at 10 lb. per head per week (as compared with 
53 Ib. last winter). Deliveries into towns are said to be 4} times 
those of 1938. The 1942 area was 13% higher than in 1941. By 
May and June, before the new crop came in, the ration was down 
to 3 lb. in many places; bread and flour were distributed as 
substitutes. Steps are being taken to encourage storage for the 
winter. No coupons need be surrendered for extra potatoes in 
canteens and restaurants. 

Dairy Products.—The quota for self-consumption of milk on 
farms* is now 0-9 pint per head per day. Milk may not be 
given as part of the wage to persons working on farms for less than 
5 days a week (this is to root out spurious “ self-suppliers ”). In 
August the supply of skimmed milk to caterers, bakers and food 
producers—hitherto free—was restricted on a quota system. 
Skimmed milk is now used for the production of an egg substitute 
which is said to be equivalent to 800 million eggs per annum 
(eight per head) and is “in some respects superior to eggs.” 
Three varieties of this are in the market (“‘ Milkegg,”’ ‘‘ Syntova,” 
and “ Milk White Cream ’’). Dairy waste is used for the pro- 
duction of “ Migettis” (a “rice substitute’’), sweets, gravy 
powders and a fruit drink (“like lemon ”’) called ‘‘ Lactrone.” 

1 See VII, p. 392. 2 See VII, p. 393. “ See VII, p. 394. 
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Of 500,000 tons of dairy waste, 210,000 tons are now said to be 
utilised. A cut in the cheese ration (in August) could be restored 
aftera month. All hens over two years old are to be slaughtered 
as “ not worth their feed.” 

Meat.—Offals require 25 or 50% the number of coupons 
required by the same weight of meat (rationing being by weight, 
not by value). Liver, kidneys and tongue count as full meat, 
not as offals. Apart from the general October increase,! a 
special ration of 2 oz. per week is given to heavily raided towns. 
It is admitted that the number of pigs is now much reduced. 

Drinks and Tobacco.—To save barley, the production of 
special beer of pre-war quality has been stopped after July 1. 
Direct buying of wine from the producer has been prohibited, 
except for special “ authorised establishments ” (by certificate). 
“Tllegally acquired wine” will be confiscated. Growers must 
release wine at specified rates throughout the season. There are a 
large number of “ substitute alcoholics ”’ on the market, but we 
find this comment: ‘The large number of substitutes is an 
indication of their insufficiency. . . . They don’t excite, but they 
don’t stimulate either” (Wirtschaftskurve). Women over 55 
years receive a “ smokers’ card ”’ only if they have a husband or 
an unmarried son in the Forces. 

Drugs and Vitamins.—Demand for them, as a substitute for 
food, is large. An example is mentioned of a chemist shop with a 
turn-over 2-4 times pre-war. Even so, “ only one-third of the 
demand can be satisfied.” The qualified staff in that shop is 
reduced by two-thirds. During last winter, 3,950,000 mothers 
and children were given 450 million doses of vitamin, free of charge. 
Factory workers also get vitamin tablets. Producers of “ vitamin 
products ’’ must not only obtain a licence from the Reich Health 
Centre, but must also state their name on each article. The 
“Group” for drugs and medicines maintains a “ capacity 
clearing centre ’’: output has been increased by 80%. 

Extra Food for Special Occasions, such as christenings, con- 
firmations, or funerals, has now been stopped. Only weddings 
and silver, gold, diamond and platinum weddings qualify for the 
following extra rations per person, up to a maximum of 12 persons : 
5 oz. of meat, 2 oz. of butter or margarine or 1} oz. of edible oil, 
7 0z. of bread or 5 oz. of flour, 2 oz. of food preparations, 34 oz. of 
sugar, 1 oz. of coffee substitute, 1 egg. 

Communal Feeding.—Volkswirt suggests the reservation of 
restaurant meals for working persons, in view of “ increasing 


1 See above, p. 131. 
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visits of non-working persons, especially women and children.” 
In some cases they are already “ politely requested not to enter 
restaurants until after 1.30 p.m. or later.” According to the same 
article, much time is being wasted on all sides by inexperienced 
waiters. Discussing the extension of communal feeding, the paper 
mentions the following difficulties and objections: lack of 
personnel, equipment and crockery; unfairness to private house- 
holds, since canteens as large-scale consumers will be given 
preference. None the less, new feeding centres are to be set up— 
somewhat on the model of British Restaurants, except that meals 
apparently will have to be booked a week or so ahead. 

Fuel_—The amounts allocated by customer lists are to be 
treated as maximum amounts. There is no claim to specific 
amounts, and consumers ‘‘ must be prepared to do with less.” 
Dealers may use any unclaimed allocations to deal with special 
*‘ cases of hardship.” Offices and shops (including Government 
Departments) must economise by reducing temperature to 64 
degrees; their consumption should not be more than 50% of 
normal. In houses, one room only may be heated; hot water 
only twice a week. Appeals are made for voluntary saving of gas 
and electricity, declaring that “‘ in the enemy countries, saving of 
power and gas has been effected by compulsory means ”’; in 
some towns domestic supplies are cut off at peak periods. All 
households are to be grouped, and each group to have its “ Fuel 
Warden,” who is to be specially trained in fuel-saving and who is 
to control the consumption of his group. All clauses in leases of 
flats providing for central heating within specified seasons have 
been declared invalid. It is also illegal to heat a room by gas or 
electricity which is already heated by a stove or central heating. 
Consumers are warned that they refuse acceptance of inferior coal 
“* at their own risk.” 


(Notes on other restrictions, especially on clothing, on price control and on 
wages are postponed to the next issue.) 


Restrictions on Investment 


1. Building.—Building control was sharply tightened because 
—quoting Vierjahresplan—‘ far too many projects were given the 
top priorities 0 and 1, whereby the priority was made largely 
illusory. . . . The accumulation of many small projects for which 
exemptions had been granted resulted in too much building being 
done.”’ All these exemptions have been cancelled, and the new 
list of exemptions will allow only 20% of the valume of previously 
exempted building. The new priority lists are to be under the 
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direct control of the regional Army authorities. ‘Strict tests 
will be applied and all frills will be eliminated.” Local authorities 
can sanction urgent repairs or the provision of huts or completion 
of half-finished buildings for the accommodation of war workers, 
but, in principle, all building must be first approved by the 
Special Commissioner for Building (attached to the Four-Year- 
Plan Offices). In air-raid areas all builders are “ pooled ” and 
their labour protected. 

2. Saving of Metal.—It is claimed that by the new method of 
“light construction”’ the deadweight of ships and railway 
wagons can be reduced by one-half. The metal contents of 
preserve tins has been reduced from 26 oz. to 18 oz., in the “‘ com- 
bined container ” 1 even to 12} oz. By substituting light metals 
for steel and copper the weight of a railway coach has been 
reduced from 50 tons to 28; ultimately the weight will be reduced 
to15 tons. The present reduction will result in a drop of running 
cost by £650 per annum (from £1,650).2_ A special Committee for 
the saving of non-ferrous metals has been set up by the Ministry of 
Economics; it holds special training courses and publishes 
instructive booklets. The control of platinum and precious metals 
has been tightened up; in future, the purpose for which an 
allocation is made must be fully stated in detail. All unused semi- 
finished products and castings of aluminium, magnesium and their 
alloys had to be surrendered by October 31, surplus stock of 
finished products by December 31; in future, stock with manu- 
facturers and dealers may not exceed 6 months’ need, with 
consumers three months’ need. 

The substitution of Thomas steel for more expensive grades 
is accompanied by the statement that new methods (so-called 
H.P.N. steel) have made Thomas steel fully equivalent to Siemens— 
Martin steel. 

3. Machinery.—Repairs are now given an absolute priority to 
remedy the previous state of affairs when “ it was often easier to 
get a new machine than to get an old one repaired.” Vierjahres- 
plan adds: “The undesirability of this is obvious.” Heavy 
penalties are threatened for any misuse of this Al priority by 
classifying new equipment as repairs. ‘‘ Unessential repairs ” 
(which includes all repairs for civilian purposes) remain strictly 
prohibited. The new “ W ” certificate, entitling manufacturers 
to order new machinery, can only be given by the competent 
“Ring” at the Ministry of Armaments, or (in industries not 
covered by a Ring) by the competent Group. Before this, 

1 See V (April 1942), p. 33. 2 Data from Vierjahresplan. 
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“ producers illegally used allocations made to them for manu- 
facturing purposes as a means of obtaining machinery.” 


Money and Finance 


1. National Debt.1—The increase in the National Debt for the 
second quarter of 1942 was £1,255 million. In addition, there 
are the clearing balances representing indebtedness abroad (£475 
million by end of 1941, according to the B.I.S. report). 

2. Taxation.—Volkswirt continues its campaign against the 
harshness of Income Tax and E.P.T. The paper declares that the 
fiscal authorities fail to make proper distinction between “ sub- 
stance ” (capital) and income. Thus many desirable transactions 
are prevented. Firms are reluctant to sell their stocks and 
equipment, as the proceeds are subject to tax. Also the exchange 
of machinery between firms in the course of the new policy of 
specialisation ? is impeded by harsh taxation. The “ vigorous” 
administration of E.P.T.—no deductions being made for repairs 
not currently undertaken—“ will give a considerable yield and far 
exceed the results of ‘ skimming-off ’ by the Price Commissar ? in 
1939 and 1940.” 4 On the other hand, exemption from E.P.T. 
has now been extended from war contracts at Group I prices 5 to 
civilian cartels which have made “ satisfactory price reductions ” 
and to firms selling at ‘‘ approved” prices. The process of 
“liquidating minor taxes” continued: the “document tax” 
has been abolished (Volkswirt thinks all stamp duties ought to 
follow), and the “Spa Tax ”’ has been abolished for all persons 
coming to spa towns from “ air-raid danger areas ’’’; the spas are 
to be compensated. Even so, the cost of the fiscal apparatus has 
increased, 1932-41, from £28 million to £65 million, but as a 
percentage of revenue it has fallen from 5-1% to 2:5%.® 

It is interesting to note that with the composition of the 
Mortgage Devaluation Tax’ the old Laender (the major fiscal 
authorities until 1920) have now been deprived of their last non- 
assigned tax. Thus the process of centralisation in public finance 
has reached its final stage. The local authorities, too, are losers, 
as they used to get 5% (about £3-5 million) of the previous tax. 

The final Winter Help figures (a semi-compulsory levy) for 


1 For further figures of the National Debt and the Unemployment Insurance 
Fund, see L.C.E.S. 

2 See above, p. 126. 3 See ITI-VI, ‘‘ Price Control.” 

“ According to the B.I.S. Report, the total yield from “ skimming-off ”’ up to 
February 1942 had only been £19 million. 

5 See VII, p. 397. 

® Figures from a book by Reinhardt, the Under-Secretary of State for Finance 
on What Happens to our Money ?”’ 
7 See VII, p. 397. 











eo ® 


canon 











1943] THE GERMAN WAR ECONOMY—VIII 137 


1941-42 continue the trend—noted in a previous survey 1—for 
money contributions to increase while contributions in kind 
dwindle. Comparing 1941-42 with the previous year, money 
contributions are up by 33% to £99 million, while the value of 
gifts in kind has dwindled to £0-95 million (as compared with £1-7 
million the year before and £9-5 million in 1938-39). Of the 
yield, only one-quarter was spent on direct benefits; over 50% 
went to the ‘‘ Mother and Child ” fund. 

2. Finance of Supplies—An important change was the 
abolition of the system of progress payments as from October 1, 
1942. The reasons given are : (1) to reduce the excessive liquidity 
of firms ; (2) to arrest the increasing rate of growth of the National 
Debt; (3) to give the banks an opportunity to arrest the decline in 
their normal industrial business; (4) to induce firms—or banks— 
to sell shares, and thus yield supplies to the Stock Exchange. 
The means thus saved to the Treasury and replaced from firms’ 
resources are Officially estimated at £420 millions 2 (other estimates 
range up to £580 million). Previous to this cancellation—from 
which experimental, research and development work is exempted— 
firms “‘ made profits on their bank accounts while they received 
interest-free progress payments.” If firms have to use bank 
credit as a result of the new system, the Reich is prepared to 
guarantee up to 30% of the amount involved (a reduction of this 
limit to ‘‘ 20% or less’ is stated to be “‘ under consideration).! 
The banks have, however, to pay for this guarantee at the rate of 
1% for the total advance involved, if they apply for it. The 
savings banks may now also play their part in replacing progress 
payment : they may invest up to ?% of their deposits or £12,500 
(whichever is the lower) in individual loans, an increase by 50% 
over the previous legal maximum. In “ special cases’ they may 
even lend up to £16,500. Their limit for non-secured credit has 
been raised by 60% to £425. 

This change continues the trend—mentioned in the last survey 
—of a “‘ privatisation ” of the National Debt.* It will also result 
in an annual saving to the Treasury in interest of £10 million or so, 
apart from the once-and-for-all saving of £420 million (about a 
month’s increase in the National Debt at the present rate). 

5. Savings.—A table calculated by official statisticians * shows 
that the increase in private savings has continued, in spite of a 
reduced rate of increase in private net incomes, because private 
expenditure and investment has ceased to expand further. 


1 See V (April 1942), p. 25. 
* Article by Prof. Hettlege, Director of Finance, Ministry of Armaments (see 
above, p. 121). 3 See VII, p. 396. * See L.C.E.S. 
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According to the table, private saving in 1941 was at a rate of 
£2,600 million per annum. 

To increase the disappointing response to the tax-free “ iron 
savings’ scheme,! the minimum amount which can be saved 
tax-free has been reduced from 22s. to 8s. per month, and the 
maximum raised from about £2 3s. to £3 5s. Even so, the latest 
known rate of such savings was only £100 million per annum 
(hardly higher than the rate during the first quarter, £85 million).? 
House-owners were refused permission to use their iron savings 
for the compounding of the Mortgage Devaluation Tax. According 
to the B.I.S. report, the loss in revenue from the tax exemptions 
is about 15% of the sums saved: at the present rate, the loss 
would be about £12-5 million per annum (the loss on the tax-free 
depreciation and stock replacement accounts is much higher, about 
£62-5 million per annum). 

6. Writing-up of Companies’ Capital.—A year having elapsed 
since the original Act,? the preliminary results can now be 
assessed. Of the companies quoted at the Berlin Stock Exchange, 
124, or 27-3%, had written up their capital by end-June 1942. 
For all joint-stock companies the percentage was 16-7°% (the 
higher percentage of the stock exchange companies illustrates the 
“optical” purpose of the Act). The average increase for the 
stock exchange companies was £690,000 ; that for all companies 
was £275,000. The average percentage increases were 64°% and 
58%, respectively. The average increase for limited liability 
companies was much higher, 127%. Taken in relation to the 
capital of all firms—whether or not writing-up—the writing-up 
was 17% for stock exchange companies (to that extent the share 
index has been “ optically reduced ”’) and 10% for all companies. 
All these figures are not yet quite final. Volkswirt says the 
writing-up ‘“‘ has become a sort of moral psychological problem.” 
A number of companies paying less than 6% dividend have 
succumbed to this ‘‘ moral and psychological” pressure and 
written-up, using the “‘ compromise of a moderate increase 
without laying open too much of their hidden reserves.” 

Even this total write-up by about £360 million “ leaves a lot 
of hidden reserves’ and closes only “a little bit of the gap” 
between nominal and true capital employed. There are sugges- 
tions to extend the provisions of the Act to smaller companies. 
With the present minimum of £25,000 nominal capital, 1,500 of 
the total of 3,900 joint-stock companies lie outside the Act. (Of 
the 23,000 limited liability companies all but 800 are outside.) 


t See V, p. 33, VI, p. 203, and VII, p. 398. 2 See VII, p. 398. 
® See V, p. 36, and VI, p. 204. * See VI, p. 204. 
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The maximum write-up under the Act has been the quadrupling 
of its nominal capital by a joint-stock, and an increase to 18} 
times by a limited liability company. 

7. ‘‘ Excess Money.’’—The increase in the note circulation 
continues but at a somewhat slower rate. By mid-December 
1942 it was 23% higher than a year before. Reinhardt’s book 
is quoted as follows: ‘‘ Whoever engages in malicious or careless 
talk about an impending new inflation in the National-Socialist 
State is a criminal who belongs behind lock and bars. In the 
National-Socialist State an inflation is impossible.” Puhl (Vice- 
President of the Reichsbank) calls the German system of war 
finance “‘a triumph over the quantity theory of money.” The 
increase in bank deposits has slowed down in 1941 (17-49% in the 
major banks, as compared with 29-108% in 1940), but the 
increase of savings deposits has accelerated. This change-over 
has greatly affected the banks’ profit margin. 

(Notes on Stock Exchange developments and other matters are postponed.) 


H. W. SINGER 
University of Manchester. 





CuRRENT Topics 

Since our last issue Messrs. Macmillan have celebrated the 
centenary of the foundation of their firm. For more than half 
of this long period they have performed great services to the 
Royal Economic Society as publishers of the Economic Journal 
on the most generous and helpful terms. Apart from this, they 
have sponsored a considerable proportion of the major economic 
works of their time—what would our shelves look like if all the 
volumes published by Messrs. Macmillan were to be removed 
from them? Members of the Society will wish that we should 
join in the general congratulations to a firm which has made 
itself a gracious part of the British intellectual landscape. May 
Daniel and Harold and W. E. F. Macmillan long continue to 
uphold and extend so famous a family tradition ! 





Mr. A. D. K. Owen writes :— 

During the course of a short visit to Sweden in January, 
I was able to make contact with a number of Swedish 
economists, many of whom asked to be remembered to 
English friends and colleagues. As in this country, a great 
many professional economists have been drawn into some 
form of government employment. Most of the younger 
economists with whom I dined at the Nationalekonomiska 
Klubben in Stockholm were working in Government depart- 
ments such as the Office of Price Control, the Royal Social 
Board, the Finance Ministry, and so on. On the other 
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hand, Professor Lindahl and Professor Ohlin combine public 
service with academic work, the former as a member of 
several government Commissions; the latter as constructive 
critic of official economic policy in the Senate. At the time 
of my visit, Professor Lindahl’s report to the Minister of 
Finance on the advisability or otherwise of the introduction 
of a capital levy was the subject of lively discussion. Pro- 
fessor Ohlin’s project for a parliamentary committee to con- 
sider post-war service and social problems was exciting some 
interest. Professor Eli Heckschen looked forward to the 
completion of his three (possibly four) volume LHconomic 
History of Sweden and hoped he would be able to follow it 
up with a short account of the whole work in English. 
Although retired from academic life, Professor Cassel was 
making regular and weighty pronouncements on the economic 
condition of mankind in the columns of the Svenska Dag- 
bladet. Interest in the British war economy was intense, and 
there was great eagerness to hear what plans were being 
made in Great Britain to meet the economic problems of the 
post-war world. For nearly three years, Swedish economists 
have been suffering from an intellectual blockade recently 
relieved to some extent by the publication of a Stockholm 
edition of The Economist. The Economic JouRNAL has not 
been obtainable for some two years past. They will be 
delighted with the arrangement that I understand that the 
Royal Economic Society is making for this to be included 
among other periodicals to be sent out regularly by the 
limited air service which is in operation. Any private com- 
munications from British economists would be gratefully 
received by their Swedish colleagues. 





Bank Clearings. One of the first statistical casualties of the 
war was the series for Bank Clearings published by the London 
Bankers’ Clearing House. The development of the three clearings 
—Town, Metropolitan and Country Cheque—as described in The 
Bankers’ Clearing House, by P. W. Matthews, formerly Chief 
Inspector, was nicely related to economy and administrative 
convenience rather than to any criterion of value to the econ- 
omist. It was, however, legitimate to assume that the Town 
Clearing was much influenced by purely financial factors, and 
that the sum of the other two could be used in studying the 
business circulation, always on the assumption that material 
changes were not being made in their scope for technical reasons. 
Changes in the system induced by the war are therefore of some 
interest. 

Early in 1939 the Clearing Bankers agreed upon an emergency 
scheme that would simplify working, reduce staff and avoid 
centralisation in London, and this scheme was brought into 
force on August 28, 1939. The three existing clearings were 
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replaced by a Central Clearing in the Provinces, except for a 
reduced Town Clearing that deals with local articles only. All 
other negotiable drafts, with the exception of postal orders and 
bank notes, are now sent for collection to the Central Clearing 
House. A collecting branch lists cheques drawn on the town, 
metropolitan and country branches of a particular bank in one 
total, and the list is dealt with as such at the Central Clearing 
House. Thus town articles received from metropolitan and 
country branches and from Scottish and Irish banks are now 
cleared centrally, and not through the Town Clearing. 

In September 1940 the war-time Town Clearing was further 
restricted by the omission of many of the smaller town branches, 
which now clear through the Central Clearing ; so that the total of 
articles thus cleared is neither comparable with the pre-war Town 
Clearing figures nor self-consistent since the outbreak of war. 

The change of system has been accompanied by changes in 
the scope of clearing as a whole. For instance, certain articles 
which had previously been presented for payment over the 
counter at the Bank of England now go through the war-time 
Town Clearing and enter the clearing totals for the first time. 
Inter-branch cheques and agents’ claim vouchers go through the 
Central Clearing, whereas formerly they did not pass through 
the Metropolitan and Country Cheque Clearings. There may also 
have been changes in local arrangements to reduce the risk of 
delay in transit. 

This is not the place to remark upon the relative advantages 
of the two systems, nor upon the work underlying the sudden 
yet successful introduction of so far-reaching a change. But it 
should be known that the disappearance of a long-established 
statistical series derives not from obscurantism, nor primarily 
from reasons of security, but from a discontinuity in the under- 
lying operations, the effect of which may well outlive the war. 





Economic Thought in France. A brief article in La Vie 
industrielle, a Paris evening paper (April 1, 1942), makes some 
interesting comments on current trends of thought expressed by 
economists in France to-day. Classical liberalism, it is said, to 
which Yves Guyot remained faithful until his death, has now 
scarcely any defenders, a shattering blow having been struck at 
the doctrine by Professor Noyelle in his Utopie libérale, Chimére 
socialiste, Economie dirigée. In the ruins of “ physiocratic ” 
liberalism, however, some teachers are finding the material for a 
new doctrine, which can be described as constructive liberalism, 
or neo-liberalism. Gaétan Pirou, Louis Baudin and Louis 
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Rougier, for example, are fundamentally in agreement with 
Noyelle in affirming that liberty is destroyed by the coalition of 
interests which it creates itself. It is accordingly necessary, they 
believe, to protect liberty, and to create a positive juridical order 
which can prevent the formation of such coalitions, and this is 
inconceivable without state intervention. Next comes dirigisme, 
a category which includes a variety of doctrines. Roger Bonnard, 
dean of the Faculty of Law at Bordeaux, believes that the State 
alone is capable of imposing service in the general interest upon 
individual interests, though this view indicates no sympathy with 
Marxism. Many young economists have, indeed, embraced the 
doctrines of von Mises’ Socialism, and Bonnard takes what is good 
and practicable in collectivism while rejecting utopias. The ideas 
of the néo-dirigistes, it is said, may be summed up in the phrase : 
“The maximum of liberty with the necessary minimum of con- 
straint.” But for this an authoritarian State is needed. The step 
from this position to Corporatism, which, despite the reserves of 
Baudin and Pirou, has made great advances in the university 
world, is easy. Olivier Martin hastened the movement with his 
book, Organisation corporative de la France d’ancten regime. The 
corporatists are, however, divided among themselves. Some 
welcome syndicalism with open arms, while others, fearing a class 
struggle, are more cautious. They are also divided as between 
State Corporatism and Corporatism based on associations, the 
questions being raised whether it is necessary to impose a cor- 
porative structure by authority, or whether it is sufficient for the 
State to accord legal recognition to freely formed associations, and 
some teachers think it necessary to compromise with the inborn 
individualism of the French. Frangois Perroux, whose Capitalisme 
et communauté du travail has attracted many disciples, has gone 
completely over to corporatism, Henry Laufenburger, now a pro- 
fessor in Paris, has also embraced this doctrine, and Achille 
Mestre is regarded by the corporatists as among their most ardent 
supporters. He has shown how the economic and social organisa- 
tion of the revolution which is now going on should open the way 
to a decentralised and regionalist corporatism. 





The National Institute of Economic and Social Research has 
recently moved into new premises at 2 Dean Trench Street, 
Westminster. The Library, which will be made available so far 
as circumstances permit for purposes of research, is being enlarged 
and brought up-to-date. The Institute would welcome any 
offers of series of European and American Journals which in 
present circumstances are difficult to acquire. 
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The Secular Stagnation Thesis and the Problem of Economic Stability : 
D. G. FrRaAnzSEN. Reflexions on Malthus and His Predecessors : H. M. 
RosBerTsON. Fundamentals of Economic Policy in the Union: H. R. 
BURROWS. 

The Economic Record. 

DrecEMBER, 1942. Economics of New Orders: L. G. MELVILLE. The 
Uniform Income Tax in Australia: H. 8. Carstaw. Taxation Reform 
in Australia: K. M. Larrer. Some Aspects of Price Stabilization in 
New Zealand: H. L. Wise. The Octopus of Control: J. 8S. G. Wrson. 

Polish Science and Learning. 

FeBruary, 1943. The Future of the Inland Waterways of Poland in the 
General Trans-European Network : H. Hersicn. Problems of Economic 
Geology in Poland. (Also a number of non-economic articles.) 


The Quarterly Journal of Economics. 

NovEMBER, 1942. The Concept of Unemployment: C. D. Lone. Potash 
Prices and Competition : 8. P. Hayes. Production and the Probabilities 
of Cost: A. J. NicHou. Transport Development and Building Cycles : 
W.Isarp. The Behaviour of Money National Income under Inflationary 
Conditions : A. SMITHIES. 


The Annals of the American Academy of Political and Social Science. 

NovEeMBER, 1941. Public Policy in a World at War. 

JANUARY, 1942. The Press in the Contemporary Scene. 

Marcu, 1942. Organising for Total War. 

May, 1942. Administrative Regulation of Private Enterprise. 

JuLy, 1942. Winning both the War and the Peace. 

The Journal of Political Economy. 

OctoBER, 1942. The Theory of Production under Non-static Conditions : G. 
TintneR. Large-scale Production in the French Plate-glass Industry, 
1665-1789 : W. C. Scovitte. Diminishing Returns in Federal Taxa- 
tion ?: M. BRONFENBRENNER. Collection of the Personal Income Tax 
at the Source: G. E. Lent. Unstable Conditions of Competition and 
Monopoly in Exhaustible Resource Industries : W.R. Passt. On Strike 
Analysis : J. V. SPIELMANS. 

DECEMBER, 1942. Sombart and German (National) Socialism: A. L. 
Harris. Capital Theory in a System with No Agents Fixed in Quantity : 
E. E. Hacen. Monopoly Supply and Monopsony Demand: A. J. 
Nicnot. Monetary Effects of Wartime Social Security Taxes: A. M. 
Rosenson. Malthus and Keynes: J. J. O'Leary. White Paper on 
British War Finance, 1938-41 : R. A.MusGrRAve. Note on Concentration 
of Economic Power : C. CRUMBAKER. 

The Review of Economic Statistics. 

NoveMBER, 1942. A Neglected Cycle ; the Transport-building Cycle: W. 
Isarp. Some Problems in Rationing Meats: J.J. Kaptan. The Coat- 
Output Relation for the United States Steel Corporation: C. A. Smita. 
The Temporal Stability of Consumption Patterns: W. A. Watts. A 
Method for Estimating the Size Distribution of a given Aggregate Income : 
E. Ames. The Dynamics of Inflation: A. Smrru1es and T. Koopmans. 

The American Economic Review. 

DECEMBER, 1942. Aspects of the Basing-Point System: A. SMITHIES. 
Monopolistic Competition Theory and Public Price Policy: V. A. Munp. 
Price Control in Outline: D. D. Humpurey. Price Freezing under the 
0.P.A.: V. Asramson. Monetary Theory at the Textbook Level : 
A. W. Marcet. The Theory of the Firm: K. E. Boutpine. The 
Exchange Equalization Account of Great Britain: L. M. PuMpHREY. 
Graduate Students in Economics: L. A. FRoMAN. 
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Econometrica. 

JANUARY, 1943. The Statistical Implications of a System of Simultaneous 
Equations: T. Haavetmo. La hiérarchie des besoins et la notion de 
groupes dans l’économie de choix: R. Roy. Demand Elasticities Re- 
viewed: J. MarscHak. The Réle of Money in Equilibrium Capital 
Theory: M. BRONFENBRENNER. General Theory of Plant Account 
Subject to Constant Mortality Law of Retirements: B. F. Krimpatt, 
Income-Tax Revision as Proposed by Irving Fisher: H. HotTetuine, 
Reply : Irvine Fisoer. The Investment-Factor Method: R. V. Gitzerr 
and V. PERLO. 

Social Research. 

NoveMBER, 1942. A Reconsideration of the Law of Supply and Demand: 
A. Lowe. On the Economics of War Finance: A. KAHLER. Mobiliza- 
tion of Women in Germany : JUDITH GRUNFELD. A Peculiar Pattern of 
the Fifth Column—the Organisation of the German Seamen: E. Ham. 
BURGER. Plan for a Postwar World Clearing Bank: H. LapENBuR«, 
De Gaulle : A. Koyrs. 


Harvard School of Business Administration. 
Business Researcu Stupies, No. 27. Make or Buy: J. W. Cuttiton. 


The Journal of Economic History. 

Vou. I, No. 1. Harly Nineteenth-Century Ship-owning: R. G. Aston, 
How the First French Railways were Planned : A. L. DUNHAM. Statistics 
and Economic History: S. Kuznets. Recruiting Contract Laborers for 
Amoskeag Mills: D. Creamer. Life Insurance in Fifteenth-Century 
Barcelona : R.S. Sara. Land Policy and Tenancy in the Prairie States : 
P.W.Gates. Terance Vincent Powderly : H.J.Carman. Institutional 
Methodology in Economic History: A. P. UsHEr. 

SUPPLEMENT. The Tasks of Economic History. DEcEMBER, 1942. The 
Newspaper in Economic Development: H. A. Innis. Influence of 
Tradition on Agriculture in New Mexico: 8. A.Mosx. Money, Banking, 
and Credit in Medieval Bruges: R. DE ROOVER. The Branches of the First 
Bank of the United States: J.O.  WetterEavu. Location Theory and the 
Cotton Industry: 8S. Hammonp. Symposium on Profits and the Entre- 
preneur: A. H. Corse, F. H. Kyicut, J. M. Cuark and G. H. Evans. 

Vout. I, No. 2. Arthur Young and the Society of Aris: J. G. Gaziey. 
Technology and the French Glass Industry, 1640-1740 : W. C. Scoviiue. 
The Classical Economists and the Factory Acts: K.O.WatkKER. Non- 
Importation, 1806-1812: H. Heaton. Interstate Redistribution of 
Population, 1850-1940 : E.M. Hoover. Business Cycles, Harvests and 
Politics, 1790-1850 : W. W. Rostow. 

Vou. II, No. 2. Stephen Girard, Promoter of the Second U.S. Bank : K. 1. 
Brown. Industrial Slavery in Roman Italy: W. L. WESTERMANN. 
Medieval Gilds Reconsidered: Sytvia L. Turupp. Six Letters from 
Malthus to Pierre Prévost: G. W. ZINKE. British-American Rivalry in 
the Chilean Trade, 1817-1820 : Dorotuy B. GOEBEL. 


Journal of Farm Economics. 

NoveMBER, 1942. Bases for Controlling Agricultural Prices : G. SHEPHERD. 
Agricultural Income and the Export Market, 1910-1940: Manion 
Crawson and J. D. Brack. Wartime Wheat Policy in Canada: H. 8. 
Patron. Cross-Sectional and Case-Grouping Procedures in Research 
Analysis: L. A. Satter. Effects of American—Canadian Trade Reci- 
procity on Agriculture: R. L. Miauett. Hired Farm Labor in World 
War, II: H. Scuwartz. Control of Consumption in Britain: B. 
Branpis. Trends in Agricultural Cooperation: E. A. Sroxpyk. 
Emergency Control in the Farm Real Estate Market : M. M. Recan and 
F. A. CLARENBACH. 


Wheat Studies (Stanford, California). 
Vox. XIX, No. 1, SzrpTeMBER, 1942. World Wheat Survey and Outlook, 
September, 1942. World net exports in 1941-42 were in the neighbour- 
hood of 400 million bushels, the smallest since 1896-97. Aggregate 
wheat supplies in the world ex-Russia are this year huge beyond all 
precedent. The crops in the United States and Canada have been 
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henomenal and the 1943 carryover there may exceed 1,500 million 
ushels, which is more than the two countries ever produced in any year 
prior to 1942, in spite of the low acreage sown. To meet this situation 
it is suggested that the fullest utilization be made of this abundant - 
resource at low prices, that the stimuli to excessive production be 
removed and the acreage of wheat sown be still further reduced. 

Vou. XIX, No. 2, NovemsBer, 1942. New International Wheat Agree- 
ments: J.S. Davis. From the Washington Wheat Meeting of the five 
nations with the largest stake in overseas trade in wheat, new inter- 
national wheat agreements emerged in mid-1942. These involved : 
(1) commitments by the five countries to make donations to a “ relief 
pool” of wheat, and by the four chief exporting countries to adopt or 
maintain positive measures to control their wheat production ; (2) the 
establishment of an International Wheat Council; and (3) the publica- 
tion of a draft of a fairly comprehensive international wheat agreement. 
The Draft Convention is designed to be brought into operation among the 
five countries by degrees. An extremely ambitious scheme for post- 
war application, it provides for large reserve stocks, production restraints, 
export quotas, and minimum and maximum —_ of wheats moving in 
international trade. It merits the most searching study as the elaborate 
system of restrictive regimentation suggested seems out of harmony 
with evolving principles of international economic relations. 

Foreign Affairs. 

OcToBER, 1942. Sovereignty and Peace: E. Papirtxa. Is Germany Ex- 
hausting Her Man Power?: K. Branpt. Education for Conquest ; the 
Japanese Way: C. V. Otvs. The Pacific after the War: 8S. R. CHow. 
The I.L.0.: Present Functions and Future Tasks : K. PRiBRaM. 

JanuaRY, 1943. America at War ; the first year: H.W. Batpwin. Post- 
war Problems of Refugees : Str HERBERT EMERSON. Germany’s Vulner- 
able Spot: Transportation: K. Branpt. Toward Peace in Palestine : 
Jupau L. Macnes. Britain and America ; Allies for Peace ? : BARBARA 
Warp. Fashions in Space: 8. Neumann. Controlling Trade After 
the War: P. W. Bipweti. Hispanidad in South America: W. B. 
Bristot. Unity of Policy Among Allies: Str FrepERIcK MAuRICE. 
Hitler’s Fiasco in the Ukraine: J. Joesten. Denmark under the Nazi 
Heel : G. Letstrkow. Latin American Oil in War and Peace : ¥. Hauss- 
MANN. 

Medievalia et Humanistica. 

(An American Journal for the Middle Ages and Renaissance. Published 

by the Summit Press at Boulder, Colorado, at $1.50 per fascicle.) 

Fascicutus I. The Nilometer in the Serapeum at Alexandria: F. E. 
ENGREEN. The Vulgarization of Roman Law in the Early Middle Ages : 
E. Levy. Magnates and Community of the Realm in Parliament, 1264- 
1327: W. A. Morris. The Origins of Modern Balance of Power Politics : 
E. W. NELson. 

Iktisat Fakiiltesi Mecmuasi (Istanbul Universitesi). 
(Articles in Turkish : translations into other languages as below.) 

Aprit—JuLy, 1942. War Insurance: E. Hirscw. Staatliche Kon- 

junkturpolitik wdhrend der Depression: E. Kine. Stddtische Stift- 

en: E. Reuter. Le lieu d’emplacement industriel et le redressment 
industriel dans la Turquie moderne: AHMED Aut OzEKEN. Die zahlen- 
massige Bedeutung des Istanbuler Handwerks : ORHAN TUNA. 





NEW BOOKS. 


British. 
Atsu (A.). Management in Transition. London: Fabian Society, 
1943. 8}. Pp. 24. 6d. 


{Interest in the manager as a person and in his political and psychological 
make-up has been greatly stimulated by Burnham’s Managerial Revolution. 
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This pamphlet describes the function and training of managers, the various 
associations to which they may belong, as well as their relations to trade unions, 
It ends with a section on management in a socialist society, which describes how 
management is provided in Russia and makes a few suggestions for Great 
Britain. ] 


Arnot (E. H. D.). An Experiment in Agricultural Credit. Pre. 


toria, J. H. de Bussy, 1942. 94”. Pp. 45. 2s. 

[This ——- originally intended as part of a larger study of recent agricul. 
tural credit developments in South Africa, is now published separately. It is 
concerned with the working of the Union Agricultural Credit Act of 1926. The 
Act authorised the Land Bank Board to divide the country into areas within 
which Agricultural Loan Companies were to be established to do business for 
Rural Credit Societies. These were to give accommodation to members up to 
limit of £300 for one member or £200 on the average of all members. The powers 
under the Act were used mainly for acquiring livestock and not for financi 
production as had been intended. The slump in livestock prices, combin 
with droughts, made many of the societies insolvent, and in 1933 the scheme had 
to be wound up. Prof. Arndt analyses in detail the reason for its failure. ] 

Arxrss (D.). A Dimensional National Economy. London: 
P. S. King & Staples, 1942. 8”. Pp. xi + 228. 17s. 6d. 

[This book, written by an English, now naturalised American, mining 
engineer, is of the genus which make any economist brought up in the orthodoxies 
wonder whether he must or must not begin at the beginning and re-think all his 
problems. It is a pity that the foreword by Mr. A. L. G. Mackay—a trained 
teacher of economics—does little to expound the theoretical basis of Mr. Atkins’ 
work in a language that economists could more readily understand. Briefly, 
Mr. Atkins has discovered that land value represents a relatively constant pro. 
portion of total wealth, and that it depends on area, capital, population and 
utilisation. He argues that therefore it is desirable that we should have an 
unimpairable medium of exchange that would not need periodic reconstruction, 
b upon land value. This is presented in a turbulent spate of words which 
at every moment threatens to wreck the most persistent attempts of a reader to 
interpret them.] 

Beveridge Report. National Conference of Industrial Assurance 
Approved Societies, 1943. 8”. Pp. 19. 

[This pamphlet states the case for the retention of the Approved Societies.] 

The Beveridge Report and the Public. London: British Institute 
of Public Opinion, 1943. 84”. Pp. 15. 

[This is quite the most interesting contribution to the current stream of 
Beveridgiana. If we trust the Gallup poll organised by the British Institute of 
Public Opinion, 95% of the public had heard of the Beveridge scheme; 88% 
thought it should be adopted and another 6% were undecided, leaving only 6% 
against it; 53% thought the government would put the plan into operation 
(what a commentary on public opinion as the ruling force in democracy !); 57% 
thought they would gain by it; 56% held that it was right to include everyone 
without limit of income. A fascinating analysis.] 

The Beveridge Report on the Social Insurance and Allied Services. 
London: National Federation of Employees’ Approved Societies, 
1943. 8”. Pp. 23. 

[This puts the case of the National Federation of Employees’ Approved 
Societies. ] 

BuaDEN (V. W.). Money and the Price System. Toronto: 
University Press, 1942. 9”. Pp. iv + 25. 50 cents. 

[This is a draft of an additional chapter for Prof. Bladen’s Introduction to 
Political Economy, made available in advance of a new edition. Its purpose is 
to reintroduce some of the complications purposely left out in his simplified 
treatment of the price system in Chapter TH of that book. ] 

Bray (J. F. L.). A Plea for Gold. London: Sound Currency 


Association, 1942. 8}". Pp. 19. 6d. 
(This pamphlet deals historically with the gold stocks of the world, their 
relation to the price level, the effects of the price level on gold output. It then 
roceeds to the conditions of a successful gold standard. Of these the most 
important, it is argued, are a fixed price for gold, a fixed relation of gold to other 
means of payment, a sufficient output of gold, a satisfactory relation to the cost 
of production of gold, and an even distribution of the gold stocks. ] 
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Brenan (G.). The Spanish Labyrinth. Cambridge: University 
Press, 1943. 84”. Pp. xviii + 384. 2ls. 

[To be reviewed.] 

The British Way. Nos. 1, 2, 3,4, 5. Glasgow: Craig & Wilson, 


1943. 8”. Is. 

[These pamphlets have been written in the belief that there is ‘‘ something in 
the British outlook and way of life that is of value at this vital moment in history 
.,.. and the authors . . . feel that a knowledge of the nation’s achievements in 
morals, politics, science, art, and industry will spur us on to win both the war and 
the peace.”’ No. 1 is A Comment on British Democracy, by Sir Hector Hethering- 
ton; No. 2, The Temper of British Ideals, by John Laird; No. 3, The British 
Method of Government, by A. K. White; No. 4, British Political Institutions, by 
Andrew Browning; and No. 5, The British Way in World Trade, by A. L. Macfie. 


Cotz (G. D. H.). The Fabian Society. London: Fabian Society, 
6d 


1943. 8}". Pp. 23. 

[This is a rather disappointing pamphlet. Mr. Cole is so anxious to get on to 
an account of the present activities of the Fabian Society that his history of the 
original society is shockingly perfunctory (it covers only about a page and a 
half at the beginning and another page or so at the end) and he entirely neglects 
to give any picture of the way in which opinion and legislation were influenced 
to achieve the objects for which the early Fabians set out. Surely that would 
be the strongest of arguments to many of those to whom the pamphlet is pre- 
sumably addressed. As regards the present work of the Society he gives a picture 
of extreme activity at the centre supported by far too little activity in the country 
outside. | 

Cote (G. D. H.). Richard Carlile. London: Fabian Society, 


1943. 8h". Pp. 37. 1s. 

[This is Mr. Cole at his best, and Richard Carlile, jailed for blasphemy, jailed 
for sedition, jailed for refusing to pay Church rates, re-publisher of Tom Paine’s 
Rights of Man, yet editor of the Christian Warrior, evangelist, church reformer, is 
a character made for biography. } 

ConDLIFFE (J. B.). Agenda for a Post-war World. London: 
Allen & Unwin, 1943. 7}”. Pp. 232. 7s. 6d. 

[Prof. Condliffe is here concerned, in popular form, with the main issues of a 
post-war settlement. The peace itself, the stages of reorganisation, the political 
basis, the essentials of social security, the disposal of agricultural surpluses, 
demobilisation, debts and repayments, international economic developments, 
commercial policy and the long-run objectives. It is no criticism of the book 
to say that it is a frank discussion of the problems and difficulties rather than a 
blue-print for a post-war world, and that it leaves a reader impressed by these 
difficulties rather than confident of the solutions. } 


CoptanD (D. B.). Towards Total War. Sydney and London: 
& Robertson, 1942. 7”. Pp. 39. 


[Prof. Copland, now Commonwealth Prices Commissioner, is well placed to see 
in a general conspectus the problems of which he is here writing. The book 
represents an address to the Victorian Branch of the Economic Society of Australia 
and New Zealand, given in August, 1942. Prof. Copland distinguishes three 
stages of a total war effort: first, expansion; second, transfer and sacrifice; 
these lead up to the third stage, the balanced war economy. He describes in some 
detail the controls created to organise the second stage and achieve the third. 
The treatment is not in the main statistical, but an interesting appendix illustrates 
the main sources of the Australian war effort. ] 

Dursin (E. F. M.) and Others. The Economic Basis of Peace. 
London: National Peace Council, 1942. 84”. Pp. 60. ls. 3d. 
oP rs is a reprint of addresses delivered to the Peace Aims Conference held at 

‘ord in September, 1942. It contains contributions by Mr. Benson of the I.L.O. 
on Economic Ad: ement of Under-Developed Areas; by Mr. E. F.M. Durbin on A 
Four-Point Programme ; by Miss Joseph on An International Nutrition Programme ; 
by Mr. A. A. Evans on The Machinery of E ic Co-operation; by Dr. T. 
elegh on War Economics and Peace Economics; and by an anonymous woman on 
the International Control of Raw Materials. It also containsa selection of remarks 
made during the discussions on these papers. } 

The Film in Economic Classes. London: Workers’ Educational 
Association, 1943. 84”. Pp. 15. 6d. 
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[This pamphlet gives extracts from the replies of a number of W.E.A. lecturers 
to inquiries as to the success or failure of using a film Unemployment and M. 
made by Prof. Polanyi in consultation with Miss Mary Field and others. The 
replies show that it is very difficult to generalise from this particular experience, 
It was, on the whole, a success with more advanced students, and in the hands 
of lecturers who agreed thoroughly with the theories it was trying to demonstrate; 
it was not a great success with beginners, or (apparently) in the hands of unsym. 

thetic lecturers. It was a success where technical conditions were in its favour; 
it was quite definitely a failure where conditions were primitive and difficult, 
It was almost impossible to derive lessons from this particular film for other, 
rather different, films. But on the whole the results were encouraging. | 


Forp (W.). Belgian Africa’s Total War. London: Evans Bros., 
1943. 7”. Pp. 56. Is. 


(This gives a remarkably detailed account of the way in which the Belgi 
Congo first managed to survive the severance of all its close links with Belgium 
and then harnessed its production to the war effort. It is an impressive story.] 


ForpuHam (M.). The Land and Life. London: Routledge, 1942. 


7”. Pp. 88. 4s. 

[An analysis of the problems of the land prepared for the Rural Reconstruction 
Association. It is generally recognised that the magnificent efforts of the British 
farmer must not again be rewarded with betrayal, but the author is convinced 
that a comers attempt to reorganise British agriculture is essential, not only 
for the rural community, but for the material and spiritual welfare of the 
country asa whole. It is suggested that output be doubled and twice the number 
of people be employed in agriculture and related industries. The most pressing 
reforms Mr. Fordham advocates are the introduction of a standard price system, 
the assurance that the British farmer shall have first claim on the home market, 
the reorganisation of our costly distributive system and the formation of a 
Federation to represent agriculture as a whole. | 


GuTKINnD (E. A.) (Ed.). Creative Demobilisation. Vol. I. Prin. 
ciples of National Planning. Pp. xvi + 331. Vol. II. Case Studies 
in National Planning. Pp. vi + 280. London: Kegan Paul, 1943. 
8”. 21s. per volume. 

[To be reviewed. ] 


Hare (A. E. C.). Labour in New Zealand 1942. Wellington: 
Victoria University, 1942. 8". Pp. 42. 2s. 


{A Fellowship in Social Relations in Industry was founded in Victoria 
University College, Wellington, New Zealand, by Mr. Valder, and Mr. Hare was 
appointed as first Fellow. He is required to present an annual report of his 
work. In this report, Mr. Hare describes the manpower policy and labour 
regulations introduced since war broke out in the Pacific. Industrial relations 
have not been entirely happy, and both 1941 and 1942 have seen more loss of time 
by strikes than any year since 1920.] 


HinpDEN (Rita). The Colonies and Us. London: Fabian Society, 
1943. 64”. Pp. 26. 4d. 

[Dr. Rita Hinden argues that the problems of colonial government are two: 
status and poverty. The formulated policy of the British government, with its 
recognition of ‘‘trusteeship’’ and native paramountcy is admirable. But 

ractice often falls short of it, and through policies of reserves, pass laws, and the 
ike may become oppressive to the native and subservient to the powerful 
trading concerns. Above all, there has been insufficient democratic representa- 
tion in Legislative and Executive Councils. She looks to stronger public opinion 
both at home and in the Colonies to bolster the good intentions of Whitehall. 
She would like to see closer international supervision of all colonial areas. ] 


Hutt (W. H.). Plan for Reconstruction. London: Kegan Paul, 
1943. 83”. Pp. vii + 328. 18s. 

[To be reviewed. ] 

Kvozynsk1 (J.). A Short History of Labour Conditions in Great 
Britain and the Empire 1750 to the Present Day. London: Frederick 
Muller, 1942. 734”. Pp. 272. 12s. 6d. 

[This is at once a statistical study and a political pamphlet. The —_— 


rejecting in his preface certain criticisms of an earlier book, writes: ‘‘I 
always make use of my statistical knowledge in the interests of the people. I 
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shall always attempt to do it in such a way that the technique is faultless, that 
the training I have got has not been misspent. . . . If that is bias, then I hope I 
shall get more and more ‘biassed.’’’ That is perfectly clear and perfectly 
legitimate. But it must mean that when his statistical results are repugnant to the 
common sense of the reader, the reader feels driven to ask whether the bias has 
affected the selection and utilisation of the statistics. Certainly his statistics are 
sensational. In the case of Great Britain he finds no increase at all in real wages 
during the whole period 1789 to 1850—a fall from 1789 to about 1809 is followed 
by a trough to about 1820 and a slow rise thereafter. The whole gain of technical 
progress over those years presumably went, through a high level of investment, 
once the war was over, to capital. This depends on rather uncertain wage data 
combined into a chain-index of wages worked backwards from 1850 and corrected 
by an index of prices calculated by Mr. Tucker in the Journal of the American 
Statistical Association, March 1936. When the war is over and economic historians 
can return to their ordinary tasks, these estimates will, no doubt, be verified or 
disproved. } 

Macriz (A. L.). Economic Efficiency and Social Welfare. Lon- 
don: Oxford University Press, 1943. 83°. Pp. xi+ 142. 10s. 6d. 

[To be reviewed. ] 


ManNHEIM (K.). Diagnosis of our Time. London: Kegan Paul, 
1943. 84". Pp. xi+ 179. 10s. 6d. 

[To be reviewed. | 

Misra (B. R.). Land Revenue Policy in the United Provinces. 
Benares: Nand Kishore & Bros., 1942. 84”. Pp. xii + 274. Rs. 5. 

{This is a well-written and balanced monograph on one of the most thorny 
prublems of Indian administration. Prof. Misra, very rightly, puts the problem 
in its full historical setting and traces the attempts to deal with each aspect of it 
from the earliest days of British rule. In his final conclasions he rejects the 
temptation to claim that reduction of rents and revenue can cure all the ills of 
cultivators and landlords, and stresses the importance of lack of education, 
growth of population, and the general backwardness of rural life. But he is 
convinced that the Government of India must play an important part in giving 
@ new orientation to the life of the people.] 


Morcan (E. V.). The Theory and Practice of Central Banking, 
1797-1913. Cambridge: University Press, 1943. 8}. Pp. xi+ 
252. 15s. 

[To be reviewed. ] 


A National Policy for Industry. London: Mears & Caldwell, 1942. 
9°. Pp. 19. 

[This is a document of first-rate importance. It represents the views of a 
group of 120 leading industrialists on the future framework of British industry. 

y start by emphasising the three-fold responsibility of industry—to the con- 
sumer, to the employee, to the investor—and urge that “‘ the spirit which should 
animate Industry is service to the community as a whole.’’ After an historical 
survey which stresses the technical progress made under the system of private 
enterprise, they set out what they regard as the social obligations of industry to 
the employee: these include recognition of and encouragement of Unions and 
Works Councils, full opportunities for promotion, adequate wages, proper pro- 


_ Visions for unemployment and public works, sickness, holidays, and family 


allowances, pensions, housing and education. In order that industry may fulfil 
its obligations it must be organised appropriately. State Ownership (which 
they treat as implying management by the Civil Service) they reject. They look 
with ee on Statutory Corporations (such as the Central Electricity Board) 
in fields where monopoly is necessary. Co-operative Ownership they regard as 
not essentially different from private enterprise. In the field covered by the 
latter small firms have certain functions: they should be neither handicapped 
nor specially favoured. For many products they regard the large amalgamation 
as the most efficient and desirable form of organisation. Trade Associations 
should exist to rule out unfair competition and encourage co-operation; they 
must not be allowed to protect mo pre producers by price maintenance 
operated in their interests. ‘‘ It should always be the aim of Industry to main- 
tain production and consumption at the highest possible level.’’ Cartels “‘ exer- 
cise @ stabilising influence against violent fluctuations and dislocating shifts of 
the currents of trade, and thus have an essential part to play in post-war recon- 
struction.” With the two-fold aim therefore ‘‘ to assure to the consume? the full 
benefit of constant technical progress reflected in higher quality or lower prices or 














152 THE ECONOMIC JOURNAL [APRIL 


both, while at the same time establishing greater economic security for all than 
heretofore . . . the relations between firms, between different industries and 
between Industry as a whole and Government should be more fully and compre. 
hensively organised in some form of permanent association.’’ They recommend 
Sectional Associations, charged with the duties of co-ordinating the activities 
and securing the collaboration of all producers in its own section, and a Central 
Council of Industry, representative of the whole of Industry, concerned with the 
general problems both in the domestic and international field. Finally they raise 
the question whether these bodies should have compulsory powers. This problem 
they leave for further examination both by a Committee that is to be formed and 
by Parliament; they suggest, however, that in any case an Industrial Tribunal 
will be necessary to adjudicate on issues which may arise between individual 
firms and the sectional or central bodies. Such a revolutionary scheme can 
obviously not be judged lightly or briefly. Certain fundamental — may, 
however, be suggested. First, Industry is seeking to establish itself as a corpora. 
tion within the State—responsible to the State, but autonomous within its sphere 
of responsibility. Is that consistent with a democratic structure of Government 
in which the powers of democracy cover the whole field of life? Second, Industry 
is seeking to claim for itself a fiduciary position in relation to the three interests in 
efficient production, the consumer, the employee, the investor. Such a responsi- 
bility can only be impartially discharged by a body which is, and is believed to be, 
completely neutral as between the three interests. What then is meant by 
Industry? Is it a body elected by and responsible to the investors only? Is it 
a body of independent managers, selected and appointed on grounds of impar. 
tiality by the State, or by all three of the interests severally or collectively? 
Third, can Industry really devise a workable system to ensure that sectional 
Associations will foster and encourage efficiency and expansion, even to the 
extent, sometimes, of ruining their own obsolescent high-cost producers? These 
are all fundamental issues on which economists, charged with a special responsi- 
bility for watching the interests of the consumer, will require to be satisfied before 
they can give their approval.] 


NUFFIELD CoLLEGE. Industry and Education. London: Oxford 
University Press, 1943. 7°. Pp. 38. Is. 


[This pamphlet is a statement of the views of members of a private conference 
on Industry and Education held at Nuffield College. They hold that the future 
standard of living of Britain depends on her being able to regain and retain her 
export trade, which in turn depends on the quality of the available labour. They 
consider that an improvement, both in the quality of work done and in the 
attitude of the worker to it, can only be brought about by much greater educa- 
tional facilities; and the needs of the various types of entrants into industry are 
discussed—those who enter at the statutory school-leaving age; those who enter 
direct from school, but at a later age; and those who come from a university or 
a higher technical college. The authors would like to see closer co-operation 
between the academic and industrial worlds, which would result in much benefit 
to both. The cultural side of education for those who are to earn their living in 
industry is stressed, both for workers in the higher grades, as it will broaden their 
outlook and understanding, and for those in the lower, so that they may find else- 
where that outlet for their mental qualities which they are unable to find in the 
repetitive work of this mechanical age.] 


O’Gorman (M.). Road Transport—and the National Plan. 


London: British Road Federation, 1942. 93”. Pp. 24. 

[A plea for a révolutionary road policy to be undertaken at the earliest possible 
moment—linear motorways to link the various counties and circular roads round 
the towns for through traffic—both for reasons of safety and for ease of transport. 
This leaflet is written on the assumption that ‘‘ new and better roads after the 
war will . . . be the biggest single factor in the reconstruction of industry.”’] 


PatMER (A. M. F.). The Future of Electricity Supply. London: 


Fabian Society, 1943. 84”. Pp. 28. Is. 

[This pamphlet is by an electrical engineer, familiar with the problems of 
which he is writing, and is a useful simple statement of the main issues. The 
author suggests that four principles should form the basis of a new electricity act, 
mainly designed to do for distribution what the 1926 Act did for generation: 
first, ‘‘ existing undertakings should be grouped on an area basis to form larger 
units, and the Electricity Commissioners should be given powers to compel 
amalgamation ’’; second, “all selected stations should be owned and operated 
directly by the Central Electricity Board ’’; third, ‘‘ a National Planning Author- 
ity should be created to plan the industry within the broad principles laid down 
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by the new Act’; fourth, ‘‘ legislation should provide for all undertakings to 
become public property within a stated period of years.’’ The author considers 
that electricity supply “‘ cannot be divorced from the general planning of industry 
and agriculture.’’ He is anxious to see the greatest and most rapi Seodiosiness 
on a regional basis, and, with his fourth principle secured, would be prepared as 
an interim measure to see concentration brought about by using whatever form 
of undertaking would best reduce costs and prices, whether private or public or 
(through Joint Boards) a mixture of the two. He insists also that increased 
standardisation is the first condition of improved efficiency. } 


Pick (J. H.). Australia’s Dying Heart. Melbourne University 
Press (Oxford University Press), 1942. 7”. Pp. 90. 3s. 

[A study of the soil erosion of Australia, particularly of the Inland, and a plea 
that steps should be taken to regenerate the land at the earliest possible moment 
before it is too late. The author shows how the introduction of the rabbit, the 
herds of domestic animals, the systems of land tenure and of taxation, and man 
other factors, have all gone to assist in the ruining of the soil, in a country cli- 
matically suited to soil erosion. Certain suggestions are made for slowing down 
the forces of destruction, but the author considers that the extermination of the 
rabbit, and state control for the conservation and regeneration of the land, are 
necessary in order to prevent the heart of Australia from becoming a desert.] 


Potuitt (G. P.). Britain Can Feed Herself. London: Macmillan, 
1943. 9”. Pp.5l. 3s. 6d. 

(Col. Pollitt, a successful farmer in Shropshire, is anxious to show that Britain 
can, if need be, feed herself. He plays the game he has set himself strictly 
according to the rules. He hesitates even to allow a minute import of potash and 
etmphasises that, if need be, it could be produced from a deposit in Yorkshire. 
Tea, coffee, cocoa and chocolate, wines and tropical fruits, are sternly regarded 
as luxurious inessentials (are we to return to mulled beer for breakfast ?). No one 
will take his game very seriously, but the spectacle is of very t interest to 
economists. By a combination of ley farming, and by careful attention to 
nitrogen losses and replacement, and to manuring movie My the author believes 
it possible to raise milk output to 4,514 million gallons, beef and veal to 1,020,000 
tons, pig meat to 1,787,000 tons, eggs to 6,964 million, wheat flour to 3,886,000 
tons, potatoes to 4,663,000 tons, sugar to 2,021,000 tons; in total this means 
trebling present output. It involves raising the average yield of wheat, for 
example, from the pre-war average of 18°1 cwt. per acre (with 40 cwt. on the 
most fertile and best-farmed land) to 25 cwt. Given that all land was properly 
drained, limed, slagged and dressed, Col. Pollitt believes this to be perfectly 
feasible, despite increased acreage and the lower marginal fertility. He attempts 
to estimate the probable costs. It would be necessary almost to double the man- 
power engaged in agriculture, and to provide about £700 millions more fixed 
capital and £500 millions more working capital. He estimates the total costs in 
terms of 1938 prices and values, but reckoning labour at £3 a week and the farmer 
and his family, other than his wife at the same rate plus £1 per acre profit. These 
would aggregate about £643 millions, in comparison with £220 millions paid for 
home produced foods and £437 millions for imported foods in 1938. But the 
1938 cost did not cover wages or profits at the above rates. On the other hand it 
is not clear that he has included the marketing and transport costs necessary to 
get home produced food equally near to the final consumer. But on balance he 
would come out with very little if any increase. All these figures obviously need 
examination and criticism before they can be accepted. One must ask also 
whether the improvements assumed are such as can be made by British working 
farmers of the education and background that one must assume. One must ask 
whether similar effort put into improving our export industries might not achieve 
equal or greater results. But one important thing does emerge: if Col. Pollitt is 
anywhere near right in his calculations, the supply of agricultural products is far 
more elastic than most of us have supposed, and the dangers of any very con- 
siderable turn against us of the terms of trade are for that reason very much less 
great. } 

PosteaTE (R.). A Pocket History of the British Working Class. 
Tillicoultry : N.C.L.C. Publishing Society, Ltd., 1942. 7’. Pp. 99. 
38. 6d. (Board 2s.). 

[This is history spiced with politics—the romance of the working-class move- 
ment. It is not the sort of volume to which anyone would look for a balanced 
and just appraisal of people or of policies. There are no greys—everything is 
black or white, and since it is mostly an account of the fight of labour for political 
power and for trade union recognition, the blacks predominate. But it is 
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essentially alive, readable and provoking, and within the limits of its own 
intentions, very well done.] 

A Post-War Agricultural Policy for Great Britain. London; 
Vacher & Sons, 1943. 8}”. Pp. 16. 


{The group of Peers who are responsible for this Memorandum started by 
formulating seven general assumptions. They then proceeded to examine the 
conditions necessary to realise these. The assumptions include the following : 
that a sound agricultural policy involves raising a reasonable proportion of 
indispensable foodstuffs, the maintenance of fertility, the improvement of agri- 
cultural methods, and that these involve continued and increased control; that 
account must be taken of Imperial and international considerations; that there 
must be adequate and reasonably stable returns to farmers, labourers and those 
providing capital, and that this involves standard prices; that within a balanced 
agriculture emphasis should be put on the protective foods; that the demands 
of the State by way of taxes must be such as can be met without discouraging 
efficiency; that adequate capital must be provided; that there must be efficient 
marketing. Within this framework of assumptions the group have sought to 
concentrate on points on which general agreement might be reached.] 


The Problem of Unemployment. London: Lever Bros. & Uni- 
lever Ltd., 1943. 9”. Pp. 38. 


[That a private firm—even when that firm is one as progressive as Lever 
Brothers—should have sponsored as able and enlightened a survey of the problems 
of unemployment as this is a remarkable step forward. From the broad analysis 
of the issues and of the factors making for irregularity of employment few, at 
least of the younger generation of economists, would dissent. When it comes to 
recommendations, the pamphlet urges three categories of measures. The first 
group, to be applied continuously, is designed to foster the economic and social 
stability of the country partly by steadying and maintaining income and expendi- 
ture through insurance, pensions and the like, partly by ensuring that labour set 
free by technical progress is retained and absorbed into expanding industries, 
The second group is aimed at the origin of the disturbances or at neutralising their 
effects. It includes international measures to stabilise raw material prices and 
national measures to regulate the rate of Capital investment. The third group is 
aimed at minimising the social effect of disturbances and includes special public 
works (as distinct from equalisation of investment), and special steps to train 
and direct the young and to employ the old. To give effect to these objectives, 
it is suggested that the government should introduce a two-budget system: a 
current budget to be balanced annually; an extraordinary budget to meet normal 
capital expenditure and emergency measures which would be covered, or over- 
covered, only in times of prosperity. Armed with such weapons, the pamphlet 
suggests three-fold measures for dealing with boom and depression—by monetary, 
budgetary and investment policy, and further emergency weapons in reserve. 
This is a first-rate piece of work, cogently argued, lucidly written and admirably 
presented. Let us hope that it commands the attention that it deserves.] 


Reserve Bank of India. Report on Currency and Finance for the 
Year 1941-42. Bombay: Times of India Press, 1942. 10’. Pp. 


viii + 103. 1s. 9d. 

[This annual report of the Reserve Bank of India gives a general account of 
the year’s economic developments in India. This is followed by more detailed 
discussions and statistics of Indian trade and finance. For the nine months 
ending December, 1941, India had a favourable balance at an annual rate of 
Rs. 153 crores, as compared with an average of Rs. 44 crores for the five years 
before the war. There are valuable discussions of repatriation of Indian debts 
and of the methods of exchange control. ]} 


Saxton (C. C.). Beveridge Report Criticised. London: George 


G. Harrap, 1943. 83". Pp. 32. 9d. 

{In Dr. Saxton’s opinion the Beveridge report has little or nothing to commend 
it save its statistics. It is unfortunate that his own pamphlet cannot claim even 
that_degree of merit. As a piece of polemical journalism the pamphlet has 
qualities; as the responsible work of a trained economist it is one of the most 
deplorable documents which has appeared for many years. The author’s 
inability to handle statistics becomes most apparent in the pages where he dis- 
cusses the cost of the Beveridge scheme. With categorical assurance he affirms 
that “subject to any changes in prices which do not affect nett productivity 
there is no reason to believe that the nett National Income will be much above 
£5,000 millions ’’ in the immediate post-war period. This figure is the average 
national income between 1924-33 increased by 25% to cover the assumed rise in 
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prices! No explanation is given of this procedure which is so extraordinary as 
to defy reasoned comment. It is worth while, however, to consider the plausi- 
bility of the estimate of £5,000 millions, while ignoring the rationality of the 
procedure by which it was derived. In 1938, the national income was £4,595 
millions. With a 25% average rise in prices and with all other factors unchanged 
it would be £5,750 millions after the war. Why should Dr. Saxton suppose that 
it will inevitably fall short of this figure by some £750 millions? He believes 
that we shall have lost all our income from foreign investments and that the terms 
of trade will be adverse. But the former would account for only £200 millions 
and the latter for only another £200 millions even if the deterioration amounted 
to a full 30%. Apparently we are asked to believe that all the technical progress 
that we have made above the average of 1924-33 will be lost and that we shall 
have nearly 3 millions unemployed in spite of the great building programme, the 
heavy demand for replacement and restocking and the assumed deterioration in 
the terms of trade. There is, of course, no reason why Dr. Saxton should not 
indulge in such gloomy forecasts if he wishes to; but, as a scientist, he has no 
right whatsoever to say that these disasters are inevitable. His estimates of the 
yield of taxation betray a complete incompetence to handle the subject. In 
1937-38 one shilling in the pound of income tax produced £60 millions. He 
assumes the same yield after the war in spite of the fact that he is assuming a 
different net national income, not to mention his assumed rise in transfer pay- 
ments and therefore in taxable national income which ——- to have no signi- 
ficance at all to Dr. Saxton’s mind. The total yield of indirect taxes is also 
assumed to be unchanged, despite the change in price level, and the imposition 
of new taxes and new scales of taxes during the war. It is thus that he succeeds 
in reaching an estimate of 12s. 4d. for an immediate post-war income tax (a figure 
similar to that quoted by Sir A. Gridley in the debate in the House of Commons). 
Andsoit goeson. Weare told that new Social Security is simply old Poor Law writ 
large. It is argued that family allowances will lower wages and yet we are invited 
to contemplate the effect on our export trade when the employee’s contribution is 
passed on in the form of higher wages. It is taken for granted that unemploy- 
ment benefit will be cut during a slump and we are warned that the issue of 
money will not give an increase in real income, although Dr. Saxton is contem- 
plating a high level of unemployment. ‘“‘ Fantastic ’’ theories of money (including, 
one presumes, the works of Lord Keynes) are a menace to the community. Our 
real saviours are the pessimists and reactionaries, and in that distinguished 
company Dr. Saxton may rest assured that he holds a high place.] 


SHANNON (H. A.) and GREBENIK (E.). The Population of Bristol. 
Cambridge: University Press, 1943. 93”. Pp. 92. 7s. 6d. 

[This is a very valuable statistical examination of the population of the Bristol 
area. As Professor Hamilton Whyte points out in an introductory chapter, 
economic policy, not only for trade development, but more particularly for public 
utility services, health services, education and a variety of other such services, is 
dictated by a view as to the future population. In this study Mr. Shannon is 
responsible for the examination of migration, starting with an historical survey 
covering 1861—1931 and discussing in more detail the adult migration during 1931- 
38. Mr. Grebenik follows with a more detailed and general statistical survey 
leading up to estimates of the total population, and its age distribution, of the 
prospective number of school children. The first part of this necessarily adopts 
statistical techniques that cannot, probably, be followed by most of those who 
must implement policy. Mercifully Mr. Grebenik relents in a final chapter and 
writes down the essential conclusions in simple English. But would it not have 
been better to set out clearly against his estimates the assumptions that he is 
making? It is not immediately clear what he is assuming with regard to migra- 
tion, or how his conclusions relate to other assumptions.] 


Staples Reconstruction Digests. What People Think. No. 1. 
Town and Country Planning. Pp. 98. 2s. No.2. Social Security. 
Pp. 76. 1s. London: Staples & Staples, 1942. 7”. 

[These two pamphlets are the first of a new series designed to give digests of 
reports by Government Commissions and other bodies on various aspects of 
reconstruction. Number 1, entitled Town and Country Planning, is a digest of 
the = of the Barlow Commission and of the Scott and Uthwatt Committees, 
and Number 2, Social Security, of the Beveridge Report. The method adopted is 
introductory notes followed chiefly by verbatim extracts, and in both cases there 
is @ very useful index. ] 


STEMBRIDGE (J. H.). An Atlas of the U.S.A. London: Oxford 
University Press, 1943. 7°. Pp. 32. 6d. 
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[This pone contains 19 maps, illustrating in the main the economic 
geography of the U.S.A. It is supplemented by useful descriptive text, a certain 
pictorial diagram of population, trade, production, the effects of Depressions and 
the New Deal, and the like.] 

Turn (MaBELF.). Keynesian Economics. Toronto: University 
Press, 1942. 9”. Pp. ix +198. $2.75. 

[To be reviewed. } 

Trwart (R. D.). Modern Commercial Policy. Bombay: New 
Book Co., 1942. 83”. Pp. ix+ 473+ x. Rs. 16. 

[This is a general study, by no means confined to Indian conditions, of the 
newer instruments of commercial policy—treaties and tariff bargaining, quotas, 
exchange control, most-favoured-nation clauses, trade agreements and the like. 
It is thus particularly relevant to the discussion of post-war problems, with the 
alternatives of bilateralism and multilateral trade on a relatively free basis. 
Prof. Tiwari argues that reasonable protection is a necessity for backward coun- 
tries, but it must be temporary and only just sufficient to secure efficient economic 
development. He holds in general to a middle ground between rabid free-trade 
and obscurantist protectionism. | 

WALKER (E. R.) and Bezcrort (R. M.). Changes in the Stock of 
Australian Money. Melbourne: University Press, 1942. 94”. Pp.8. 

[This pamphlet is largely concerned with the possibilities of inflation merely by 
transfers from the reserve stock, represented by ‘‘ saving bank deposits ’’ and 
“‘ other banks’ deposits bearing interest ’’ to the active stock of money.] 

ZweiIe (F.). The Planning of Free Societies. London: Secker 
& Warburg, 1942. 84”. Pp. 267. 12s. 6d. 

[To be reviewed. } 


American. 


Batpwin (C. D.). Economic Planning. Its aims and implications. 
Urbana: University of Illinois Press, 1942. 10’. Pp. 188. $2.50. 

[To be reviewed. ] 

BarGeEr (H.). Outlay and Income in the United States, 1921-1938. 
New York: National Bureau of Economic Research, 1942. 9”. Pp. 
xxv + 391. $2.50. 

[Reviewed in this issue.] 

Baron (S. W.). The Jewish Commrnity. Philadelphia: Jewish 
Publication Society of America, 1942. 8}”. Vol. I, pp. xii + 374. 
Vol. II, pp. 366. Vol. III, pp. 572. $2.50 per volume. 

[To be reviewed. ] 

Buack (J. D.). Parity, Parity, Parity. Cambridge, Mass. : 
Harvard Committee on Research in the Social Sciences, 1942. 8”. 
Pp. xi + 367. 

[The first of Prof. Black’s parities is that between agriculture and industry. 
‘* But parity for agriculture alone is impossible. Parity is a balance concept— 
like an apothecary’s scales . . . The balance in this case, however, has three 
scale pans instead of two, one for Agriculture, one for Labor, and one for Capital.”’ 
The book is concerned with all these three. It is, like so many American books, 
an admirable compromise between hard thinking and simple writing, with a 
sufficiency, but not a redundancy of statistical material.] 

CuaRK (F. E. and Carrie P.). Principles of Marketing. New 
York: Macmillan Company, 1942. 8”. Pp. xx + 828. $4.50. 

[To be reviewed. } 

Crum (W. L.), Fennewiy (J. F.) and Sexirzer (L. H.). Fiscal 
Planning for Total War. New York: National Bureau of Economic 
Research, 1942. 9”. Pp. xxv + 358. $3.00. 

[To be reviewed. } 

Davenant (C.). Two Manuscripts. Baltimore: Johns Hopkins 

Press, 1942. 9”. Pp. xi+ 108. $1.75. 


[The two manuscripts here printed for the first time, with an introduction by 
Prof. A. P. Usher, are: A Memorial Concerning the Coin of England, November 
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1695; A Memorial Concerning Credit, July 15, 1696. They are edited from 
manuscripts in the Harleian collection in the British Museum. Very little of the 
material contained in them appears in any of Davenant’s printed works. ] 


Davis (H. O.). America’s Trade Equality Policy. Washington, 
D.C.: American Council on Public Affairs, 1942. 9’. Pp. x + 137. 
$2.50. 

(This is a study, written in the main from a political rather than an economic 
view-point, of the most-favoured-nation clause and its effects on American 
commercial policy. It is, on the political side, a competent and useful piece of 
work. ] 

FaRnswortH (HELEN C.). Wartime Food Developments in 
Germany. Stanford, California: Food Research Institute, 1942. 
9”. Pp. 36. 25 cents. 

[A study of the development of the food situation in Germany between the 
outbreak of war and the autumn of 1942. The picture is partly formed from 
available German sources and partly, as must the case, from guesswork. 
Comparisons are made with the situation in 1914-1918. There are some state- 
ments that almost certainly need qualification. Thus it is said that: ‘‘ Ger- 
many has not used, and cannot safely use, her position as military conqueror to 
drain from other Continental countries all the food she wants regardless of the 
needs of the populations toncerned.’’ This directly conflicts with speeches made 
by Goering, and in their practice they have surely taken foodstuffs without any 
very close consideration of the effects on the producing populations. | 

The Foreign Trade of Latin America. Part I. Trade of Latin 
America with the World and with the United States. Pp. vi + 99. 
20 cents. Part If. Commercial Policies and Trade Relations of 
Individual Latin American Countries. Vol. I. The South American 
Republics. Pp. xi-+ 304. 35 cents. Vol. 2. Mexico and the 
Republics of Central America and the West Indies. Pp. xii + 326. 
40 cents. Part III. Selected Latin American Export Commodities. 
Pp. 253. 35 cents. Washington D.C.: United States Tariff Com- 
mission, 1942. 9”. 

[To be reviewed.] 

Hanna (P. L.). British Policy in Palestine. Washington, D.C. : 
American Council on Public Affairs, 1942. 9”. Pp. xiii + 214. 
$3.00. 

[A scholarly and Steaetinn account of the history of Palestine since the end 
of the last war. The author shows how the British promises to both Arabs and 
Jews have, in the face of steady Arab opposition to the foundation of a national 
Jewish home in Palestine, created a well-nigh insoluble problem in the Holy 
Land. Although most differences have, for the moment, been sunk in a common 
opposition to Germany and Italy, Dr. Hanna sees little hope for a completely 
satisfactory reconciliation of the various interests of Arab nationalism, Zionism 
and British imperialism. } 

Income Size Distributions in the United States. Part I. New 
York: National Bureau of Economic Research, 1943. 9”. Pp. 
xxvi + 131. $1.00. 

[To be reviewed.] 

Jacosy (N. H.) and Saunier (R. J.). Term Lending to Business. 
New York: National Bureau of Economic Research, 1942. 9”. Pp. 
xvii + 163. $2.00. 

[This is the first of a series of technical studies of business financing undertaken 
by the National Bureau of Economic Research (Accounts Receivable Financing 
by Saulnier and Jacoby—see below—in the same series). Term lending has 
grown from insignificant size in 1934 until in 1940 it had become of considerable 
Importance and in 1942 had developed into one of the main devices for financing 
war production. The main features of a term loan are described as being: “ (1) 
credit extended to a business concern; (2) a direct relationship between borrower 
and lender ; (3) provision at time of making the loan that some part of the principal 
is repayable after the passage of one year.’’ This study provides a great deal of 
detailed information of the technique, volume, interest rates, sources and destina- 
tions of term loans in the U.S.A.] 











158 THE ECONOMIC JOURNAL [APRIL 


Joni (J.). The Mineral Wealth of Brazil. Rio de Janeiro: 
Livraria José Olympio Editora, 1941. 103”. Pp. xiii + 163. $1.50. 

[This survey of the mineral output of Brazil includes chapters on Metallic 
Minerals, Non-metallic Minerals, Building Materials and Fuels and Energy; and 
is concluded by a bibliography.] 

Lowe (M. E.). The British Tariff Movement. Washington, D.C. : 
American Council on Public Affairs, 1942. 9”. Pp. 133. $2.00. 

[This is a political history of the co pt from free trade to protection in 
Great Britain. On the purely political level it is interesting, well-written and 
reasonably well documented. But it never rises from political journalism to the 
level of intelligent appreciation of the broad economic backgrounds of the period 
and for that reason, if for none other, falls short of any claim to provide a balanced 
and trustworthy picture of this most important phase in our trade policy. ]} 


Metz (H. W.). Is there enough Manpower? Washington, D.C.: 


Brookings Institution, 1942. 8’. Pp. 25. 25 cents. 

[This pamphlet starts by asking whether the manpower is available to support 
an army of 9-5 million men in 1944 and of 12 million men in 1945. The author 
measures the remaining manpower, after deducting the Forces, but allowing for 
immigration from Mexico and elsewhere, and calculates the value of production 
for war requirements at $84 billions in 1944 and $86 billions in 1945. He leaves 
it to the government to judge how far these expenditures will cover the actual war 
requirements. This assumes (and the author feels nervous about assuming) 
that hours of work are raised to average 48 per week! He finally asks whether 
shipping would be available to maintain any reasonable proportion of this army 
abroad. He reaches the conclusion that the probability of that ‘‘ appears far 
from bright,’’ and ends by asking whether it is better to cut the U.S. Army or 
help to her Allies. ] 

Mut (Joun Stuart). TheSpiritofthe Age. With an introductory 
essay by F. A. von Hayek. Chicago: University Press (Cambridge 
University Press), 1942. 7}”. Pp. xxxiii+ 94. 9s. 

[This is an attractive reprint of Mill’s essay, which derives a greatly added 
value from Prof. Hayek’s introduction. He emphasises that in 1831, when the 
articles on “ The Spirit of the Age ”’ first began to appear in the Hzaminer, Mill 
was still in the process of breaking away from the inherited views in which his 
education had steeped him, and of developing independent ideas of his own, and 
the essay must be read with that in mind. Mill did not regard it as part of his 
mature work—he condemned, indeed, in later life, its ‘‘ lumbering style.”” But the 
essay retains an interest not only for its intrinsic interest, but also for the light it 
throws on Mill’s mental development.] 


MittspavucH (A. C.). Peace Plans and American Choices. Wash- 


ington, D.C.: Brookings Institution, 1942. 8”. Pp. 107. $1.00. 
[A popular, but well-argued, account of the alternatives open to the U.S.A.] 


Morrow (G. D.) and Traytor (O. F.). State Liquor Monopoly 
or Private Licensing? Legislative Council Commonwealth of Ken- 


tucky, 1942. 9”. Pp. 80. 

[This study of the problem of the sale of alcoholic liquor was undertaken by 
the Bureau of Business Research of the University of Kentucky at the instigation 
of the Chairman of the Kentucky Legislative Council. Its primary aim was tc 
try to discover (a) whether monopoly control of alcohol traffic is more or less 
effective than regulation and (b) whether monopoly or taxation of private licences 
is more productive of revenue. | 

Movtton (H. G.) and ScHLOTTERBECK (K.). Collapse or Boom at 
the End of the War? Washington, D.C.: Brookings Institution, 


1942. 8”. Pp. 40. 25 cents. 

[This pamphlet describes the periods following 1815, the American Civil War, 
and 1918, and attempts to foresee probabilities after this war. In the past there 
has been in each a phase of hesitancy, a replacement boom of a couple of years, 
extended after 1815 by another couple of years expansion, and then a period of 
two or three years trade collapse and price adjustment, followed finally by long- 
period recovery and more general prosperity. Can we manage the transition so 
as to avoid the collapse and depression? An Englishman would answer that 
much depends on the efficacy or on price and wage controls both during the 
war and, more particularly, after the war, so that, by using temporarily other 
methods of control, there is no great problem created of changing war-time relative 
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prices back to peace-time relative prices. The authors of this pamphlet hesitate 
to grasp that nettle and are much more concerned with general levels of manu- 
facturing costs in relation to general prices, which (unless one starts from pre- 
conceived notions of the post-war price level) is surely of minor importance. | 


The Problem of the Cities and Towns. Harvard University Press, 
1942. 74”. Pp. xi+ 116. $1.00. 


[This bock is the outcome of an informal conference on urbanism held at 
Harvard in March 1942. It includes reports of the four sessions on Economic 
Determinants of Urban Development, What Kind of Cities do we Want?, Admini- 
strative and Legal Problems and The Role of Federal, State, and Local Governments ; 
as well as a number of papers by various members written round the same sub- 
jects. The book is concluded by reflections on the conference as a whole by Guy 
Greer, and a chapter on The New City Pattern for the People and by the People by 
Walter Gropius and Martin Wagner. | 


SaAuLNIER (R. J.) and Jacosy (N. H.). Accounts Receivable 
Financing. New York: National Bureau of Economic Research, 
1943. 9”. Pp. xv + 157. $2.00. 


[Accounts receivable financing is defined as ‘‘a continuing arrangement 
whereby funds are made available to a business concern by a financing agency 
that purchases the concern’s invoices or accounts receivable over a period of 
time or makes that concern advances or loans, taking one or a series of assign- 
ments of the accounts as primary collateral security.’’ There are two main types : 
factoring—the purchase of invoices or receivables where trade debtors are 
satisfied that payments are to be made to the financing agency and the financing 

mcy assumes the risks—and non-notification financing where the risk is in 

neral not transferred to the financing agency. It is estimated that American 
eteme in 1941 acquired more than two and a half billion dollars through 
financing accounts receivable. The banks advanced about half this amount; 
factors and commercial finance companies provided the rest. ] 


ScHUMPETER (J. A.). Capitalism, Socialism and Democracy. New 
York and London: Harper Bros., 1942. 8}”. Pp. x + 381. $3.50. 

[To be reviewed. | 

TonER (J. L.). The Closed Shop. Washington, D.C.: American 


Council on Public Affairs, 1942. 9”. Pp. viii + 205. $2.75. 

[This monograph starts with a history of the closed shop in the U.S.A. and 
of its basis in medieval guild practices. It goes on to examine the practice in 
different industries and the effects of the National Industrial Recovery Act and 
the National Labour Relations Act. The author is himself a strong advocate of 
the closed shop as a means to good labour relations. | 


French. 


KryYNES (JoHN MaynarD). Théorie générale de l’emploi, de l’intérét 
etde la monnaie. Paris: Payot, 1942. 9”. Pp. 407. 

[The publication in Paris in September 1942 of a translation of the General 
Theory of Employment Interest and Money is a remarkable phenomenon. It is 
produced in the usual pre-war style on rather better than the usual pre-war 

per and sold at the not unusual price of 90 francs. The translation by M. de 
taye is faithful to the original and covers the entire English text, with no 
omissions. A first edition of 2000 is already sold out. Lord Keynes had provided 
before the war a special preface for this edition in which, in particular, he explains 
the circumstances that led him to attack the orthodoxies of his time rather than 
merely state his new concepts: ‘‘ Les futurs historiens des doctrines considéreront 
que le présent ouvrage procéde essentiellement de la méme tradition. Mais nous- 
méme, en écrivant ce livre et un autre ouvrage récent qui l’a préparé, nous avons 
senti que nous abandonnions cette orthodoxie, que nous réagissions fortement 
contre elle, que nous brisions des chaines et conquerrions une liberté. Cet état 
d'esprit explique certains défauts de l’ouvrage; il explique en particulier qu’il 
revéte en divers passages un caractére de controverse, qu’il ait trop l’air de 
s’adresser aux défenseurs d’une conception spéciale et pas assez & la Ville et au 
Monde. Nous avons voulu convaincre notre entourage et ne nous sommes pas 
adressé assez directement au grand public. Trois ans ont passé depuis lors, nous 
nous sommes habitué a notre nouveau vétement et avons oublié jusqu’a la forme 
de l’ancien. Si nous devions récrire cet ouvrage, nous chercherions a éviter ce 
ut et nous nous efforcerions d’exposer avec plus de netteté notre propre 
maniére de voir.’’] 
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Swiss. 


LEDERMANN (L.). Sur Sismondi. Geneva: Georg & Cie., 1942. 
8". Pp. 30. 

[This short essay is written on the occasion of the Centenary of Sismondi’s 
death. The main purpose is to show wherein he chiefly differed from the liberal 
economists of his generation. ] 


Official. 
BRITISH. 

Official Report of the Social Survey Conference, Cape Town. Cape 
Town: Paul Koston, 1942. 93”. Pp. xiii + 238. 3s. 6d. 

[A record of the papers, discussions and resolutions of a Conference held under 
the er sae of Mr. C. te Water at Cape Town in February, 1942. Amonga 
large number of speakers were Bishop Lavis, Professors Hutt, Batson, Gray, 
Irving and Grant, Senator Rheinallt Jones, Drs. Shadick Higgins, Harvey Pirie 
and Bosman, Messrs. P. du Toit, Brinton, Hutchinson. The subjects covered 
were mainly within the field of labour policy, industrial legislation, health and 
working conditions, housing, municipal social services and social surveys and 
planning. ] 

Social Insurance and Allied Services. Memoranda from Organisa- 
tions. Appendix G to Report by Sir William Beveridge. London: 
H.M. Stationery Office, 1942. 93”. Pp. 244. 2s. 


The Tasmanian Economy in 1941-42. Hobart: H. H. Pimblett, 
1942. 11”. Pp. vii + 36. 

[In Prof. E. R. Walker’s absence, the Report has this year been written by 
Mr. K. J. Binns. It is, inevitably, in the main concerned with the operations of 
the various controls over prices, consumption, production and manpower. These 
have inevitably raised certain important issues of Federal and State jurisdiction. 
The Tasmanian economy is, on the whole, weathering the war well. Unemploy- 
ment has disappeared. Prices, though rising, are not appreciably above the 
1928-9 level. The Acquisition Scheme for apples and pears has prevented hard- 
ship to growers. Despite difficulties for certain sections of the community, the 
general outlook remains good.] 

LEAGUE OF NATIONS. 

The Network of World Trade. Geneva: League of Nations 
(London: Allen & Unwin), 1942. 104”. Pp. 172. 10s. 

[To be reviewed. | 

Wartime Rationing and Consumption. Geneva: League of 
Nations, Economic Intelligence Service (London: Allen & Unwin), 
1942. 9". Pp. 87. 3s. 6d. 

[This compares the techniques of rationing in different countries and at the 
same time gives figures and diagrams of the relative consumption before the war 
and now. It is concerned not only with food, but also (more briefly) with clothing 
and rationing of other essentials. ] 

World Economic Survey, 1941-42. Geneva: League of Nations 
(London: Allen & Unwin), 1942. 9”. Pp. 198. 10s. 

[To be reviewed.] 

INTERNATIONAL LABOUR OFFICE. 

Joint Production Committees in Great Britain. Montreal: Inter- 
national Labour Office (London: King and Staples), 1943. 9”. Pp. 
iv + 74. 2s. 

[To be reviewed.] 

Labour Conditions in War Contracts. Montreal: International 
Labour Office, 1942. 9”. Pp. 59. Ils. 


[This describes for Canada, Great Britain and the United States the extent 
to which conditions of employment are laid down in war contracts, either as part 
of customary practice through fair wages clauses, or, as under the Essential 
Works Order in Great Britain, as part of special wartime policy. ] 
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